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PREFACE. 

This book was undertaken at the request of a meeting of 
Cambridge University Extension lecturers, and is designed 
to meet a want which they have felt. - 

It is an attempt to construct on the lines laid down in 
Mill's Political Economy a theory of Value, Wages and 
Profits, which shall include the chief results of the work of 
the present generation of Economists. The main outlines 
of this theory have been tested during many years in 
lectures at Cambridge, and more recently at Bristol. 

An inquiry into the subjects of Banking, Foreign Trade 
and Taxation is deferred to a companion volume on the 
** Economics of Trade and Finance." 

The authors wish to acknowledge their obligations to 
Mr H. Sidgwick, Mr H. S. Foxwell and the Rev. W. Moore 
Ede for suggestions and aid in preparing the book for the 
press. 
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LAND, LABOUR, AND CAPITAL. 
CHAPTER I. 

INTRODUCTORY. 

§ I. "Rousseau has said, 'Much philosophy is wanted for 
the correct observation of things which are before our eyes.* 
And such are the events and customs of every day social life. 
Habit has so familiarized us with them that we fail to observe 
them, unless something striking and exceptional forces them 
on our notice. 

" Let us take, by way of illustration, a man in the humble 
walks of life — a village carpenter, for instance — and observe 
the various services he renders to society, and receives from it; 
we shall not fail tq be struck with the enormous disproportion 
between them. 

" This man employs his day's labour in planing boards, and 
making tables and chests of drawers. What does he receive 
from society in exchange for his work? 

" First of all, on getting up in the morning, he dresses him- 
self ; but he has himself made none of his clothing. In order 
to put at his disposal this clothing, simple as it is, an enormous 
amount of labour, and many ingenious inventions, must have 
been employed. Americans must have produced cotton, Indians 
indigo. Englishmen wool and flax, Brazilians hides ; and all 
these materials must have been transported to various towas 
where they have been worked up, spun, viov^ii^ ^-^^^^ ^\.c» 
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" He sends his son (o school, and the shnple teaching which 
is given there, is itself due to the work of many thousand minds, 

" If he undertakes a journey, he finds that, in order to save 
him time and exertion, other men have removed and levelled 
up the soil, filled up valleys, hewed down mountains, united . 
the hanks of rivers, and brought the power of steam into sub- 
jection to human wants. 

" It is impossible not to be struck with the measureless dis- 
proportion which exists between the enjoyments which this , 
man derives from society, and what he could obtain by his own 
unassisted exertions. The social mechanism then must bo 
very ingenious and very powerful, since it leads to this singular 
result, that each man, even he whose lot is cast in the humblest 
condition, obtains things every day which he could not himself 
produce in many ages. 

" The study of that mechanism is the business of Political 
Economy'." 

In other words, we may say that Political Economy examines 
Ihe Production, the Distribution and the Consumption of wealth. 
It seeks for the causes which determine wages, profits, and 
rent ; it inquires how far these causes are fixed by unchange- 
able natural laws, and how far they can be modified by human 
effort Last, but not least, it traces the connexion that there 
is between the character of the workman and the character of 
his work. "As a man thinketh, so is he"; as the work is, so 
is the worker ; as the worker is, so is the work. 

The nation used to be called "the Body Politic." So long 
as this phrase was in common use, men thought of the interests 
of the whole nation when they used the word "Political"; and 
then "Political Economy" served well enough as a name for the 
science. But now "political interests" generally mean the in- 
terests of only some part or parts of the nation ; so that it 
seems best to drop the name "Political Economy," and to speak 
simply of Economic Science, or more shortly. Economics. 

The present volume is called The Economics of Industry 
because it treats of the affairs of producers, both employers and 
workmen. The discussion of banking, foreign trade and finance 
is deferred to the companion volume. 

§ 2. Economics is a science because it collects, arranges, 
and reasons about one particular class of facts. A science brings 
together a great number of similar facts and finds that they are 
special cases of some great Uniformity which exists in nature. 
It describes this Uniformity in a simple and definite statement 
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A Law of Science states that a certain result will be pro- 
duced whenever a certain set of causes are presents 

p Science traces the connexion between different Laws, often 
shewing that some of them are explained by, or contained in 
others. It reasons from these Laws, applying them to new 
cases of gradually increasing difficulty, and finds out the conclu- 
sions to which they point. It then inquires how far these 
conclusions are consistent with observation, so as to verify its 
work. If necessary, it goes back to its original Laws, and 
corrects, or modifies or adds to them, so as to make them 
represent Nature more truly. Thus gradually science becomes 
able to predict future events with increasing confidence and 
accuracy^. 

But this is all that a science can do ; it cannot claim to be a 
guide in life, or to lay down rules for the practical conduct of 
affairs. That is the task of what in old times used to be called 
an Art. An Art considers some important practical end, and 
directs men in their efforts to obtain it. First it inquires, gene- 
rally into the various conditions of the case. Then taking one 
of them at a time it seeks out the science whose special business 
it is to answer questions relating to this particular class of con- 
ditions, and demands of this science an answer to a question 
which bears directly on the end in view. Having collected such 
answers from many sciences, Art puts them together; and says, 
Since we are told by the sciences that such and such effects 
will follow from such and such causes, therefore it is best to 
pursue such and such a course: this course will, all things 
being considered, lead us up to, or near to, our desired end, so 
as to cause as much good and as little evil as possible. 

Thus the railway engineer is a man who devotes himself 
to the At of making railways : and when it is decided that a 
railway is to be made from one town to another, he consults 
Geology and other sciences and obtains their answers to certain 
definite questions before he decides which route to adopt. 

^ It is unfortunate that the word Law is used in this sense, and also 
in the sense of a command by authority. The law which speaks in the 
Indicative mood, and says, A is a, cause of Bf is as different in charac- 
ter from a Law which speaks in the Imperative mood, and says **Do this, 
Avoid that," as a bat that flies is from a bat that is used at cricket. 

* Beginners should omit all passages contained in square brackets. 

' Science, when obtaining new Laws, is said to be Inductive ; when 
reasoning from them and finding how they are connected with one an- 
other, it is said to be Deductive ; its third task, that of Verification, has j ust 
been described. There has been a controversy as to whether Economics 
is an Inductive or a Deductive Science. It is both : its Inductions con- 
tinually suggest new Deductions; its Deductions coiv\!m\x"aJCt^ ^^x^^^»^^^ 
Inductions. 
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But the statesman or the financier who deddes that these 
two towns are to be connected by a railway is a man of Art 
yet broader sense of the term. For he has to consider not onl^ 
what it will cost to make the railway but also what nett profit it 
will bring in, and perhaps what will be its indirect political,, 
social and mora! effects. In doing this he has to make many- 
inquiries of Economics ; for this science examines the laws that 
detennine the growth of trade in particular channels, and the 
cost of making and working the railway. 

Economics then cannot by itself be a guide in the practical' 
affairs of life; but it answers a number of ditBcult questions 
which must be asked of it by the statesman, the man of business,, 
and Ilie philanthropist. Economics is to be classed with the 
Moral or Social Sciences ; because it deals only incidentally with 
inanimate things. Its main purpose is to seek for .the moral and. 
social Laws by which men's conduct is determined in the t 
day work of their lives ; the motives which cause them to 
one trade and occupation rather than another, and which govern 
their behaviour to others with whom their trade brings them 
into contact. Economics investigates the causes which deter- 
mine the work of a man's daily hfe, the manner in which he 
spends his income, and the influence which his work exerts on 
his character. 

§ 3. Social sciences have made slower progress than 
physical sciences. One reason of this is that men have only 
recently begun to apply to social sciences those methods of 
classification, and that systematic study of each class of 
truths, which have been so successful in the physical sciences. 
But now that men have set themselves to study each separate 
group of social facts by itself, these sciences too are beginning 
to advance steadily. 

In any history of the physical sciences we may read how 
men failed to make rapid progress so long as they persisted in 
the vain attempt to discover some simple explanation of all. 
the various natural phenomena. The ancients used to be con- 
tinually starting new theories for the explanation of the universe, 
which succeeding ages had to cast away. As time went on, 
men Icamt that they must separate the study of inai^nic life^ 
from that of organic, the study of chemistry from that of 
mechanics, and so on. And when men had thus begun tt» 
concentrate their attention on one particular class of natural 
phenomena at a time, to trace by careful and steady work their 
Laws, they made solid progress. Of course they seldom 
obtained results that were completely true. But the new 
results were always nearer the truth than those which they 
displaced, so that each generation started from a more advan-. 
caseous position (Jian its predecessors; and thus by gradual 
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steps man has obtained a command over nature similar to that 
which fancy used to attribute to the fairy or the magician. 

At the same time it is true that in the Moral Sciences, e\'en 
more than the physical, a man who confines himself entirely to 
one narrow branch of inquir>' is not likely to make good progress 
in it The economist should know something of the history of 
manners and customs and laws, and of the principles of mental, 
moral, legal and political science. He must avoid the error of 
regarding "the present experience of mankind as of universal 
vstUdity, mistaking temporar}' or local phases of human diaracter 
for human nature itself, having nO faith in the wonderful 
pliability of the human mind ; deeming it impossible in spite of 
the strongest evidence that the earth can produce human beings 
of a diflferent type from that which is familiar to him in their 
own age and even perhaps in his own country. The only 
security against this narrowness is a liberal mental cultivation... 
A person is not likely to be a good economist who is nothing else. 
Social phenomena acting and reacting on one another, they 
cannot rightly be understood apart ; but this by no means proves 
that the material and industrial phenomena of society are not 
themselves susceptible of useful generalisations, but only that 
these generalisations must necessarily be relative to a given 
form of civilisation and a given stage of social advancement ^" 

Thus the economist must pause sometimes to consider the 
connexion between that element of well-being with which he is 
chiefly concerned, and the other elements; for it is only by 
this means that he can ascertain the real significance of his own 
results, and can learn in what direction it is most important to 
extend his inquiries.] 

§ 4. This account of Economic science may be summed up 
in the following definitions: 

Those portions of human conduct which are directed 
towards the acquirement of material wealth, and those 
conditions of human well-being which directly depend 
on material wealth, are called Economic. 
The Science of Economics collects, examines, arranges 
and reasons about the facts which are connected with 
the economic habits and conditions of well-being in 
various countries at various times. 

§ 5. The subject-matter of Economics is Wealth. But there 
is some difficulty in ascertaining the meaning of this word. 

Wealth must be distinguished from well-being. 

All things which are useful or pleasurable are elements of 
Well-being, whether they are material things, or human faculties 
and capacities for enjoyment. 

^ Mill, On Comtey pp. Si— ^^. 
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But though some of these human qualities should r 
included under the term wealth ; yet this term should not be, 
confined to those things which can be bought and sold in 
the market. For in estimating the wealth of a country every 
one would include the market-value of the power of work 
possessed by a cart-horse or a slave. And it seems unreason- 
able to exclude that of a free man simply because he cannot' 
be sold, and so has no market-price. 2 

But we want some term which will fitly describe such things 
as are capable of being exchanged and of having their value 
definitely measured; and' we find such a term in "Material 
Wealtli." 

Wealth then may he said to consist of Material wealth 

and Personal or non-material wealth, 
Material Wealth consists of the material sources of 
enjoyment which are capable of being appropriated 
and therefore of being exchanged. 
Thus it includes not only commodities (or things the posses- 
sion of which can give enjoyment directly), but also machinery 
and other things which are made or appropriated in order to 
aid man in producing commodities. 

"Personal" or "non-material wealth" consists of those 
human energies faculties and habits, physical mental 
and moral, which directly contribute to making men 
industrially efficient, and which therefore increase their 
power of producing material wealth. 
Thus manual skill, intelligence, and honesty may he included 
in the personal wealth of a country. 

All other human faculties and, qualities which it is an 

advantage to have, and all other sources of enjoyment^ 

are elements in the well-being of a man, but are not 

included under the term wealth. 

Thus the power of appreciating and deriving pleasure from 

music is an element of well-being, but it is not called wealth ; 

because generally speaking it does not make men's work efScient 

in the production of material wealth. 

§ 5. The term Productive has been used by Economists 
in many senses, and has caused much misunderstanding. Jt 
seems best that Productive when used simply as a technical 
term should mean productive of wealth. 

Labour is K'oductive when it produces wealth, whether 
Personal or Material. 
But whenever there is any room for doubt, mention will be 
made of the particular kind of thing which is produced. Thtis 
it may be said that labour is "productive of wealth," or t 
anu'cipste the use of terms which will soon be defined, "produi 
r/ye otciipitnl," or "productive of wa.ge-ca.pkai," clc, 
t 
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Productive labour cannot generally be divided off by a clearly 
defined line from Unproductive. A minister of religion is often 
classed as an Unproductive labourer, but if by exerting moral 
influence he makes labourers more sober, honest and efficient, 
he is so far productive of Personal wealth. Again, since some 
recreation is necessary for the highest efficiency of labour, it is 
quite possible that a musician may indirectly increase the wealth 
of a nation, and be indirectly Productive. 

The word Productive is often applied not only to labour, but 
also to consumption. This is indeed somewhat inaccurate, for 
it is labour that produces ; and consumption can have no further 
claim to being productive than that it supports the labour which 
is productive. 
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% I. Man when producing wealth acts upon the thing? which 
Nature supplies. The gifts of Nature to man are firstly materials 
such as iron, stone, wood, etc., and secondly, forces such as the 
power of the wind, and the heat of the sun, the source whence 
all other powers are derived. 

All that man's hands can do is to move things. A carpenter 
for instance takes some planks, cuts (hem up and fits them 
together in the form of a box ; he does not in the strict sense of - 
the word make, or create; he only arranges. "If we examine- 
any case of what is called the action of man or nature we shall 
lind" that it consists merely in "putting things into fit places 
for being acted upon by their internal forces and by (hose 
residing in other natural objects. . . man only moves one 
thing to or from another. He moves a seed into the ground; 
and the natural forces of vegetation produce in succession a 
root, a stem, leaves, flowers and fruit. He moves a spark to 
fuel and it ignites, and by the force generated in combustion it 
cooks the food, melts or softens the iron, converts into beer or 
sugar the malt or cane juice, which he has previously moved to ' 
the spot. He has no other means of acting upon matter than 
by| moving it. Motion or resistance to motion are the only 
things which his muscles are constructed for'." 

Since then production does not mean creation but only re- 
arrangement, it is a mistake to suppose, as somehave done, thai 
the work of those who carry or sell goods cannot be Productive^ 
The carpenter who makes a box, takes certain boards from 
an arrangement in which they were of little use, and puts them 
together in an arrangement in which they are of greater i ' 
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So the carrier or the trader takes the box from the manu- 
factory where it is made, and where it is of little use, and 
delivers it to the purchaser. It is true that the carrier and the 
trader make no permanent change in the form of the box ; but 
that does not prevent them from being Productive, for they as 
well as the carpenter contribute to render the material which 
is provided by nature more useful to man. 

§ 2. As civilisation advances the relative importance of 
mental to manual labour changes. Every year mental labour 
becomes more important, and manual labour less important. 
With every fresh invention of machinery work is transferred 
from the muscles, or vital force, to natural force. Even with the 
imperfect machinery we now have, one pound of coal will raise 
a hundred pounds twelve thousand feet high ; and the daily work 
of a man cannot exceed this even if we make him a mere 
working machine, and obtain instead of a man's life so much 
pulling and pushing, and hewing and hammering. With an 
ordinary tide, the water rushing in and out of a reservoir of 
a mile in area, even if three-fourths of its force were wasted 
through imperfections of machinery, would do as much work in 
a day as the muscles of a hundred thousand men. 

§ 3. The agents of production are then Nature's forces, and 
Man's force; man's force being generally most efficient 
when it is so applied as to control and direct nature's forces, 
rather than to counteract them. And the wealth of a country 
depends upon the manner in which nature's forces and man's 
force work together in the production of wealth. 

Let us first regard the wealth of a country in so far as it 
depends on the liberality of nature. This consists not only in 
her gifts of fertile land and rich mines, but also in a convenient 
arrangement of her gifts. Before the invention of railways, a 
district could not have a prosperous trade unless it had easy 
means of communication by river or by sea. Iron mines are 
of comparatively little value if there is no coal near them. 
England's present position in the world is in a great measure 
due to the fact that she not only has coal mines and iron mines, 
but also her coal and iron mines are near together. 

In the course of generations man works on the face of 
nature, and improves her gifts, or wastes them. The patient 
industry of the Dutch has turned their barren sands into fertile 
meadows ; while the wasteful carelessness of the slave-owning 
cotton-planters of Southern America has turned some of the 
richest districts of the world into a wilderness. 

§ 4. Turning next to the efficiency of man's labour in pro- 
duction, we may classify the conditions on which it depends as 
(i) his physical strength and energy, (\\) Vi\s Vltvo^V^%^ ^^^ 
mental ability, and (in) his moral characlei. 



lo BOOK L CHAP. II. |S S, 6. 

Firstly, with regard to man's physical strength and energy. 
While man is altering the face of nature, nature is ever chang- . 
ing the quality of man. A healthy invigorating climate is on 
of the mast important of the gifts that nature bestows. Ex 
trerae heat enervates man ; and in tropical countries make 
hitn lend a ready ear to the suggestion that he should live h 
idleness on the fruits that nature showers down upon him. 
In many places even in the temperate zones work is almost. 
entirely suspended during the extreme heats of summer. And' 
in some parts of America men are not only prone to take a 
holiday during "the heated term," but are also prevented from 
doing such work as that of carpenters in the open air during 
the extreme severity of winter. England is fortunate in having 
a climate in which men can work with vigour out of doors 
almost all the year round ; ajid which, by thus fostering e 
getic and steady habits of labour, contributes much to 
greatness. 

The physical power and energy of man is of course partly 
dependent upon inherited race-qualities. But modern science 
shews that the character of a race may be greatly modified by 
changes in its habits of living, in diet, in cleanliness, in house- 
room, etc. Thus the physical vigour of a race depends partly oi 
its wealth. To him that hath, to him is given. 

It must be remembered that the average efficiency of labour 
in a country depends not only on the efficiency of the labourer 
in the prime of life, but also on the number of years during 
which he is really efficient. It is better even as regards matei" 
wealth that a man should work with moderate enei^ up to 1 
age of sixty, than that he should overwork himself so as to ' 
come an old man at forty. 

§ 5. Next with regard to knowledge and mental ability. 

It has already been remarked that the skill and intelligence 
which are required for commanding and directing the forces of 
nature are growing in importance relatively to the brute strengtji 
hy which uncivilised races struggle with nature. Indeed a 
thorough general education, together with a special training f« : 
some particular employment, is becoming more necessary to thff 
working man every year. There is scarcely any work which does 
not need some mental effort. Even in agriculture machinery ia 
being introduced, the management of which requires much skill 
and intelligence. 

A man does work that does not need skill all the belter if 
he knows more than is actually required for him. Education 
makes him quick to understand whatever directions may be 
given to him : if his machinery gets out of order, or the plan of 
Jiis n-ork miscarries in any other way, he can set things ' 
to right at once and tlius prevent much ioss. In this : 
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other ways, every increase in the intelligence of the work- 
man diminishes the amount of supervision required from the 
employer and his foremen. And as civilisation advances, 
further progress becomes more and more dependent upon 
the diffusion of education among the working classes. 

This education may be classed as general and technical. 
As Mill says, ''the aim of all intellectual training for the 
mass of the people, should be to cultivate common sense, to 
qualify them for forming a sound practical judgment of the 
circumstances by which they are surrounded. Whatever in the 
intellectual department can be superadded to this is chiefly 
ornamental ; while this is the indispensable groundwork on 
which education must rest. An education directed to diffuse 
good sense among the people, with such knowledge as would 
qualify them to judge of the tendencies of their actions, would 
be certain, even without any direct inculcation, to raise up a 
public opinion by which intemperance and improvidence of every 
kind would be held discreditable." 

General education should then aim at causing a man to form 
an intelligent opinion with regard to the ordinary matters of life, 
and to be full of resources for meeting new emergencies. 

Technical education should aim at enabling him to under- 
stand the processes and the machinery of the special work in 
which he is engaged. It should help him to understand the 
reason of everything that goes on in his trade, and thus enable 
him to accommodate himself to new machinery or new niodes of 
production. And it should train him in the use of his fingers. 
This technical education should be begun at school, but a 
great deal of the education that is wanted in many trades can 
only be got in workshops. 

§ 6. Next with regard to moral character. 

Uprightness and mutual confidence are necessary condi- 
tions for the growth of wealth. ** Wherever there is a great store 
of wealth, there must be a people living to a considerable degree 
under moral restraint, and possessed of a more or less accurate 
code of duty ; and a land dotted with bursting stack-yards, 
mapped out into well-tilled fields, and noisy with the hum of 
looms and the clang of hammers, is evidence that there is at 
hand no small portion of the stuff out of which martyrs and 
heroes are formed. Though fine names may not be given to 
the qualifications of a busy people, skilled in many crafts and 
trades, producing articles cheaply and well ; it is patience and 
sobriety, faithfulness and honesty that have gained for them 
eminence \" 
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The character of a nation depends chiefly on that of the 
mothers of the nation — on their firmness and gentleness and 
sincerity. It is in childhood, and at home, that the workman 
must learri to be truthful and trusty, cleanly and careful, ener- 
getic and thorough, to reverence others and to respect himself. 

Finally, industry cannot attain full freedom and efficiency 
unless, as Mill says, it is protected by the Government dLndfrom 
the Government 

We have now seen how land and labour are two of the 
requisites of production, the third requisite is capital 



CHAPTER III. 



CAPITAL. 



§ I. In a savage state man thinks only of satisfying his 
immediate wants ; in a civilized state he devotes much labour to 
preparing the roads, buildings, tools, materials, etc. which may 
be of service to him in the future. He abstains from seeking 
inmiediate enjoyment from the whole produce of his labour, and 
devotes some part of it to producing things which will assist him 
in his future work. These requisites of production are called 
Capital. 

Capital is the result of labour and abstinence. It consists 
of all wealth which is destined to be employed Pro- 
ductively^. 

We say "destined" or devoted, because it is not always 
possible to tell whether a thing is capital or not, without know- 
ing how the owner intends to use it. Thus oats are capital if 
they are to be given to a cart-horse, but not if they are to be 
given to a racehorse. Again, many things are used sonietimes 
for business, therefore as capital ; sometimes for pleasure, and 
therefore not as capital A French peasant's cart is used as 
capital in the field, but not as capital when it carries him and 
his family for a jaunt on a holiday. Again, it is not always 
clear to what extent a doctor's house and his carriage should 
be regarded as capital required for his business. 

** To familiarise ourselves with the conception, let us consider 
what is done with the capital invested in any of the branches of 
business which compose the productive industry of a country. 
A manufacturer, for example, has one part of his capital in the 
form of buildings, fitted and destined for carrying on his branch 
of manufacture. Another part he has in the form of machinery. 

^ See Chap. i. § 6. 
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A third consists, if he be a spinner, of raw cotton, flax, or wool; 
if a weaver, of flajien, wooUen, silk or cotton, thread ; and the 
like, according to tbe nature of the manufacture. Food and 
clothing for his operatives, it is not the custom of the present 
age that he should directly provide ; and few capitalists, except 
the producers of food or clothing, have any portion worth 
mentioning of their capital in this shape. Instead of this each ■ 
capitalist has money, which he pays to his workpeople, and so, 
enables them to supply themselves : he has also finished goods 
in his warehouses, by the sale of which he obtains more money, 
to employ in the same manner, as well as to replenish his stock 
of materials, to keep his buildings and machinery in rcpait\ ' 
and to replace them when worn out. His money and finished 
goods, however, are not wholly capital, for he does not wholly 
devote them to these purposes : he employs a part of the on^ 
and of the proceeds of the other, in supplying his personal 
consumption and that of his family, or in hiring grooms and 
valets, or maintaining hunters and hounds, or in educating his 
children, or in paying taxes, or in charity. What then is his 
capital ? Precisely th.it part of his possessions, whatever it be^ 
which is to constitute his fund for carrying on fresh productions. 
It is of no consequence thai a part or even the whole of it 
is in a form in which it cannot directly supply the wants '' 
labourers'." 

The land Itself and natural agents, such as waterfalls, ; 
not called capital ; because they are not made by man, and they 
are not saved by him. We arc not dependent on the labour a: ' 
abstinence of our forefathers for our supply of land, or of wal 
power. But all the improvements that are made in land are 
capital; for they are the result of labour and abstinence: tha 
labour by which they were made was devoted not to produciiM 
the means of immediate enjoyment, but to doing things whicn 
will assist man in his future work of produclion. Thus canda 
are capital; but the Thames, which is a far more important 
source of wealth than any canal, is not capital. It may be a 
question whether capital should not be so defined as to Include 
all those natural agents and resources for the production of ' 
wealth, which are capable of being appropriated. If we used 1 
the word in this sense, the capital of America would be im-' A 
mcnsely greater than that of England. But economists havfc I 
agreed to define capital so as to exclude all things that are not f 
made by man. And when thus defined the capital of America | 
is probably less than that of England. 

§ 3. Capital is tlie result of labour and abstint 
" ' 's also used. 

' Mil!. Priittiplcu Ek. i. Ch. iv. \ i. 
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It is true that some wealth is hoarded; and that while 
being hoarded it is not being used ; but hoarding has gone out of 
fashion in civilized countries. An Englishman, when he saves 
capital, intends either to use it himself, or to lend it out to be used 
by others ; and capital when it is used is almost always spent : 
but it is so spent as to be reproduced : it is spent Productively. 

We may find a good instance of that Productive expenditure 
which is really saving in the career of the great Duke of 
Bridgewater. In his time English industries were sadly hampered 
by the enormous cost of carrying goods from one part of the 
country to another. None of the roads leading into Manchester 
were passable by carts. Coals, corn, cloth and other things 
were carried on horses* backs in summer. But in winter, when 
the roads were bad, Manchester was like a beleaguered town. 
The duke conceived the daring project of making canals to 
connect the manufactures of Manchester with the coal districts 
on the one hand, and with the sea at Liverpool on the other. 
He devoted all his wealth and energies to the work. He lived 
in the plainest manner, had long consultations with Brindley 
the engineer in rough log huts ; and derived from the excitement 
of his enterprise a keener pleasure than he would have obtained 
from spending his wealth in luxury. He bequeathed vast 
wealth to his descendants, but in the act of saving it he gave 
employment to vast numbers of working men. His canals are a 
source of the prosperity of his country, and afford permanent 
employment to thousands. 

Capital devoted to making things that are to be consumed 
unproductively does indeed sustain labourers during the pro- 
cess, but it does not produce a fresh supply of capital which 
will in its turn support and assist labour. A man who employs 1 |.. 
people in making lace or in laying out ornamental grounds, ' ^ 
sustains them while they are at work, and then this means of '^ 
support comes to an end. On the other hand a man who invests 
capital in a coal mine not only benefits labourers during the 
time, but prepares a store of coal which may again be used as 
capital : his expenditure has the after effect of increasing the 
amount of those things which either support or assist labour. 

§ 3. And now we may pause to consider Bastiat's distinction 
between those effects of an action which are seen and those 
which are not seen. When a spendthrift is wasting his sub- 
stance it is easy enough for his neighbours to see how he gives 
employment to cooks and valets and horse-jockeys. But 
when a man saves his money and invests it, say in a new canal 
or railway, it is not so easy to see that his wealth employs 
navvies and other workmen in the present, and will go on 
affording employment to other labourers in other generations* 
Though his wealth is spent, it is not spent \i^ "V^vovs^i** ^^ "^"^ 
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his neighbours do not see that it is spent at all. And though 
the future effect of his spending will be to increase the means 
of employing labourers, these effects are not seen : but ihey may 
be foreseen. "In the department of economy, an act, a habit, an 
institution, a law, gives bijth not only to an effect but to el 
series of effects. Of these effects the first only is immediate ; it 
manifests itself simultaneously with its cause ; ('/ is seen. The 
others unfold in success ion^they are not seen; it is well for us 
if they are/ortseen. Between a good and a bad economist this 
constitutes the whole difference; the one takes account only of 
the visible effect; the other takes account of the effects which 
are seen and also of those which it is necessary to foresee. Now 
this difference is enormous, for it frequently happens that when 
the immediate effect is favourable, the ultimate consequences are 
fatal and conversely. Ignorance surrounds mankind in its 
cradle; then its actions are determined by their first conse- 
quences, the only ones which in its first stage it can see. It i& 
only gradually that it learns to take account of the others. It 
has to learn this lesson from two very different masters — expe- 
rience and foresight. Experience teaches effectually but bru- 
tally. It makes us acquainted with all the effects of an action 
by causing us to feel them, and we cannot fail to finish by 
knowing that a fire bums when we have burned ourselves. For 
this rough teacher I should like if possible to substitute a more 
gentle one — 1 mean Foresight. For this purpose I shall 
the effects of various economical phenomena by pi 
opposition to each other those which are seen and those which 
are not seen." There are, as Bastiat goes on to shew, many 
important consequences of men's action which are not seen, but 
which may be foreseen by the aid of economic principles. 

One of the most important of these principles has been 
expressed by saying "Industry Is limited by Capital'." But 
when so stated it is often misunderstood. It means that ; — 

Labour requires support and aid from capital The; 

demand lor labour in a district cannot In the long ru8 

be increased by any device that does not lead to aQ. 

increase of the supply of capital in it 

[If the efficiency of labour were to be doubled by a magician's 

wand, while the material capital in the country were unchanged' 

' Thesenlence "Itiduatry is limited by Capital" is the first of Mill's 
four " fundamental proposilions aboat Capital." His fourth propositiMft 
expresses another side of the same tnilh ; it is "Demand for commotB^ 
ties" (payment for them being made after they are fiifished as is DEaalIj° 
done) "is not demand for labour" (paymeut for il being made before.'' 
hand, is, is usually done). Mill's second proposition is to a dmiitt 
effect ; it is " Capital is the result of saving." This and his third prDp«>a 
sitiaa "Capitdlis consumed" have already been explained. ■* 
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there would be a great immediate rise in the real wages of labour, 
that is in the necessaries, comforts and luxuries which each 
labourer could purchase by his wages. The stores of capital 
already in existence would be distributed among the labourers 
more rapidly than they would otherwise have been; and the 
increased efficiency of work would speedily replenish the di- 
minished stores. The fact is that increase in the efficiency of 
labour would really lead to an increase in the supply of capital. 
The overstrained interpretation of the proposition — Industry is 
limited by Capital — has caused many errors^.] 

§ 4. Let us now look at some conclusions which follow from 
this proposition. Firstly : 

The destruction of things is not good for trade. 

For instance, it is not good for trade to have dresses made of 
material which wears out quickly. For if people did not spend 
their means on buying new dresses, they would spend them on 
giving employment to labour in some other way. The dress- 
making trade will be as much benefited by their ordering new 
dresses for the poor as by their ordering new dresses for them- 
selves to the same amount. But it is true that if there were a 
sudden falling off in the demand for dresses, dressmakers would 
suffer through being compelled to seek a new occupation. This 
brings us to the question whether it is right to make work for 
those who are out of employment. 

It may be right, if the suspension of work is temporary, to 
relieve those who are in distress by making work for them ; 
because this method of relief does not injure their self-respect. 
If however the distress in a trade is not merely temporary, it 
is not true kindness to dissuade people from leaving it. A 
great mistake was made by those who tried to bolster up the 
trade of hand-weaving, after it had been proved that the hand- 
loom must in the long run give place to the power-loom. Those 
who doled out poor relief to supplement the miserable wages of 
the hand-weavers would have done better by helping them to 
earn their living in another way. 

But while it is not good for trade to spend money on 
dress ostentatiously, or to change the fashions rapidly, it is 
true that those who dress well add, if not to the wealth, yet to 
the well-being of the nation. A service is done to society by 
every one who provides the means of refined pleasure without 
unnecessary expenditure. When a man buys a good picture he 
devotes wealth to one of its best ends ; and a really artistic dress 
educates taste just as a picture does. A time may come when 
it will be thought absurd for a woman to display her wealth by 

^ These have chiefly appeared in various forms of what has be.«^^ 
called the ''* Wages fund theory." See Book. 111. dw:^. N\. 
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carrying about a great quantity of expensive materials and 
embroidery; just as a painter who advertised the price he had.' 
paid for the paints on his picture would be thought vulgar. 

It may be noticed that some acquaintance with luxuriea 
seems to be a necessary condition of progress. Many nations 
have been aroused from a slate of sluggish apathy by a desire 
to obtain foreign luxuries, which has made them exert themselves. 
But every increase in the consumption of luxuries, unless it 
leads to increased energy in the production of wealth, diminishes 
saving and so checks the accumulation of wealth. 

§ ;. The fundamental truth, that the employment oF labour 
cannot in general be increased by any artificial device that d 
not increase the supply of capital, shews us that :— 

It is not in the long run good for trade to prevent goods 
from coming freely into the country so as to cause 
an artificial demand for some kinds of home produc*' 

Bastiat tells a story of the candlemakers, who petition the 
authorities to pass a law ordering the shutting up of all windows 
and openings, by which the light of the sun can come in. This, 
ihey say, will create such a demand for artificial light that their 
manufactures will be greatly encouraged : being prosperoiiai' 
they will be able to purchase the goods made by other trades, 
so that the plan will benefit trade generally. Doubtless govern- 
ment could thus give employment to many industries; the 
effects which ■were seen would be beneficial. But the candle- 
makers did "oaX. foresee that the capital which came into theif^ 
industry must be subtracted from some other industry, say,' 
that of growing corn, In which it was giving good employmetit,' 
to labour; and that the com growers would have purchased' 
from other trades just as much as the candlemakers would. Go-i 
vemment would not then increase the employment of labour ; hot- 
would only cause it to be employed in producing candles that 
were not wanted instead of corn which was wanted. 

Bastiat wrote this story for the instruction of the French 
Government, who often imposed heavy duties on manufactured 
commodities in order to give a premium to domestic manufac- 
turers, and then plumed themselves on the "multitude of 
tall chimneys" they had called into existence. They did not 
see that the capital invested in such industries was not an addi- 
tion to that which existed in the country; they did not see that 
it had been ardficjaljy drawn into these industries at the ex- 
pense of others. We shall find that many of the most important 
practical conclusions of Economics are contained in the state- 

Res'ulations which prevent men from doing whatever 
ibey are best qualified to do cannot benefit the country 
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as a whole, whether they are made by GovemmentSy 
by Professions or by Trades-Unions. 
§ 6. Labour requires support and aid from capital It 
is convenient to have separate names for that portion of capital 
which supports, and that portion which aids labour. 

Bemiineratory Capital or Wage-Capital consists of the 

food, clothes, shelter, etc. which support labour. 
Auxiliary Capital is that which aids labour. It consists 
of tools, machines, factories and other buildings that 
are used for trade purposes, railways, canals, roads, 
ships, etc. ; also raw materials. 
A very rapid conversion of Remuneratory into Auxiliary 
Capital may temporarily injure labourers. 

Suppose for instance that a great amount of labour and 
capital is diverted from agriculture to making railways or steam 
engines. The com which would have fed farm labourers while 
growing com, now feeds some of the same labourers who 
have left their farms, and gone to work on railways or in 
machine shops. At the end of the year there will be more 
railways or steam engines in existence than would otherwise 
have been, but less com : and in consequence labourers may for 
the time have a scanty supply of food. But this injury will be 
only temporary. 

At the time of the "Railway mania" capital was sunk in 
railways on such a gigantic scale that there was not enough left 
for carrying on the general business of the country, and the 
Railway panic of 1847 caused much suffering. Yet in the 
long run railways have conferred great benefits on the working 
classes of England by increasing that general wealth of the 
country on which their wages depend. The amount that is now 
subtracted in a year from the capital of the country for building 
new railways is slight in comparison to the addition which the 
railways make to the Remuneratory capital of the country. 

§ 7. This distinction between Remuneratory and Auxiliary 
Capital is closely connected with one that must be made 
between Circulating and Fixed Capital. 

** Capital which fulfils the whole of its office, in the 
production in which it is engaged, by a single use, is 
called Circulating Capital" 
"Capital which exists in any durable shape and the 
return to which is spread over a period of correspond- 
ing duration, is called Fixed Capital ^'' 
These terms have sometimes been used as though they were 
convertible with Remuneratory and Auxiliary capital respec- 
tively. But the cottage which a farm labourer has retvt ix^^ \2» 

^ Mill, Book I. chap. Vl. 



Rcmunciatory Capital, but not Circulating. Again raw materials 
are Circulating capital, but not Remuneralory. 

We shall presently see the importance of the distinci 
between Fixed and Circulating CapitaL We shall also see 
importance of a third distinction for which these names 
sometimes used, but fat which other names seem to be required. 
Whenever capital has been designed for use in one trade 
there is some difficulty in diverting it to another; 
this difficulty is great die capital is Specialised, if n 
great, the capital is Non-specialised'. 

No clearly defined line can be drawn between these two kinds 
of capital. Labourers' food and clothing, many kinds of tools, . 
and such materials as wood and metals are Non-specialised, for 
they can be employed in a number of different ways. Again, 
many kinds of offices and commercial buildings and workmen's 
dwellings in towns are N on- specialised. But agricultural im- 
provements, including farm labourers' cottages, cannot often be 
used except for their original purposes. So also railroad^ 
docks, ironworks, and again printing and reaping machines may 
be considered as Specialised capital But It is often difficult to 
decide whether sudi machinery should be called Specialised, or 
Non- specialised r a factory fitted up with a steam engine and 
"over-head gear," can scarcely be called Specialised capital, 
because it may be almost equally adapted to many branches of 
the teutile trades, and of the lighter metal and wood trades. 

§ 8. Almost all Personal Wealth is or may be Personal 
CapitaL As Adam Smith says : — "The acquisition of all useful 
abilities, by tlie maintenance of the acquirer during his education, ' 
study or apprenticeship, always costs a real expense, which is a 
capital fixed and realised, as it were, in his person. Those 
talents, as they make a part of his fortune, so do they likewise , 
of that of the society to which he belongs. The improved 
dexterity of a workman may be considered in the same light aa 
a machine or instrument of trade which facilitates and abridges 
labour, and which, though it costs a certain expense, repays that 
expense with a profit." 

' Compare Jevons' Thiory of PolUsml Eca}wmy, pp. 131 — 1134.. 



CHAPTER IV. 



LAW OF DIMINISHING RETURN. 



§ I. We have seen that the requisites of production maybe 
classed as land, labour and capital. We have now to seek for 
the Law of fertility of land, the Law of the increase of popu- 
lation, and the Law of the growth of capital The latter two 
Laws depend on the first, which goes by the name of the Law 
of Diminishing Return. 

We may explain the meaning of this name by an illustration. 
We shall presently see that the Law does not apply to all new 
countries in -which, though the land is fertile, the population is 
very sparse. But let us suppose that in a certain district there 
are twenty agricultural labourers to the square mile, and that in 
the seasons in which they grow wheat they raise 2000 quarters, 
which is at the rate of 100 quarters per man. If now the popu- 
lation increases so that there are thirty agricultural labourers to 
the square mile, there will -of course be an increase in the produce 
raised, but not a proportional increase. Perhaps the produce 
may now be 2600 quarters, so that the amount due to the labour 
of the additional ten labourers is 600 quarters, which is at the 
rate of 60 quarters per man. Now let there be a further 
increase in the population, till there are thirty-five agricultural 
labourers to the square mile : there will again be an increase in 
the total produce raised, but again not a proportional increase. 
Perhaps the produce may now be 2850 quarters, so that the 
amount due to the labour of the last five labourers is 250 
quarters, which is at the rate of 50 quarters per man. 

That increase in the amount of com raised which is due to 
the labour of each additional labourer may be called the Return 
due to his labour ; and we may then say, that in this case the 
greater the number of men employed on the land, the less is 
the Return which would be due to the labour of an addi- 
tional man. This result illustrates the meaning of the Law o€ 
Diminishing Return. 

§ 2. But so far no account has been laken ol >i3afe ia-cX ^^x 
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ihe cultivation of land requires the farmer's capital as well aa 
the labourer's loiL It is indeed best to look at the matter from 
the point of view of the farmer : for since he generally advances 
the wages of the labourer, the produce may be regarded as due 
to his capital — to his Auxiliary capital in the form of implements^r 
seed, cattle, etc and to the Remuneratory capital with which he 
pays his labourers' wages. 

The previous illustration represented the fanner as sending 
additional labourers into the farm, and then noticing the 
increase of produce due to their labour, or the Return to 
their labour. We may now suppose that he increases by 
successive doses' the capital he applies to the land, and then 
notices the increase due to each successive dose, or as we may 
say the Relurn due to each Dose. Suppose, for instance, that by 
expending in one way or another four doses of £^\ each, on 
an acre of land he can raise from it 20 bushels of wheati 
which is at the rale of five bushels for each dose of capital 
If he applies a fifth dose of £,1 to the acre, whether in the 
form of CKtra manure or exlra ploughing or what not, the 
produce of course will be increased, but not by as much as 
5 bushels. Probably he may now obtain 24 bushels from each 
acre, the return due to the fifth dose of capital being 4 bushels. 
If he applies a sixth dose of capital, and with the expenditure 
of ^6 obtains 27 bushels an acre, the return due to the sixth 
dose will be 3 bushels, and this perhaps would not remunerate 
him for the outlay. If so, he will not apply more than ^5 to the 

§ 3. Thus, as the experience of every English farmer tells 
us, wlien land is already well cultivated the application of 
additional doses of capital will cause a less than proportionate 
increase in the return; or, as we may say, they will obtain a 
Diminishing Return. 

We may then state the La,w of Diminishing Eetniii 
thus: — 

After a certain amount of capital has been applied to 

Land every increase in produce is obtained by a more 

than proportionate increase of capital ; unless the arts 

of agriculture are meanwhile improved'. 

The Law contains two qualifying conditions, one relating to 

the progress of the arts of agriculture, and the other to the 

special circumstances of a new country in which but very little 

capita! is applied to land. We may consider these separately. 

' This term was applied by James Mill lo denote equal amounts of 
capital applied to land. 

' The sialenient that after a certain number of doses have been ap- 
pli'ecf to any given piece of land, the relnni due to each additional doie- 
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Lei the line Arbe divided into equal parts, Ihe divisions represenline 
eqaal doses of capital, and let them be called OA, AB, BC, etc., each 
successive dose gives a return which may be represented bj' a rectangle 
at right aogles to Ox, and as thick as the corresponding division of Ox. 

Tbea if five such doses, represented by OE, have been applied, the 
returns are shen^ by the figure OPQE. The Law of Diminishing Re- 
turn states that after a certain number of these doses have been applied, 
ihe cirresponding rectangles are shorter. 

But the Law of Diniioishing Return does not state that tbis dimi- 
nutioa will in every case commence at once ; the returns to the first few 
doses may be small, and the returns to the later doses may be lar^ 
as Ihejr are in fig, i. All that the Law states is that aner a gri 
number of doses have been applied, the return must d 



a great 




We may make the divisions in Ox as small as we please, so that the 
rectangles become what may be called thick straight lines. 

The tops of these stra^ht lines will lie on curves, the shapes of 
wMch are represented in figs. 3 and 4. Fig. 3 represents the increase 
iif produce of land, the return from which ^vs.^ &\Tci\n\^*% ■- «cA ^t- 
4 that of land Ihe iWura (ram wbicli fint iaciease* aai ftiCQ K\a;\ii\*«»- 
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new rotations of crops, new methods of draining land. Science 
gives instruction in the feeding and breeding of cattle, and! 
in the '-application of different manures to different kinds of 
land. Machinery is being invented which lightens the work, 
of agriculture — weeding, mowing and reaping machines ; steam 
ploughs, steam threshing and chaff-cutting machines. Mean- 
while, the education and energy of the farmer and labourer arc.' 
increasing. The knowledge of new inventions and methods 
is diffused by agricultural shows and farmers' newspapers. 

Again, when a country becomes very thickly peopled it has - 
great facilities for organising a supply of food from abroad, 
and the emigration of its people to oiher countries. Thus the 
progress of civilisation, while it presses on the resources of land, 
enlarges those resources. 

S' Secondly, with regard to the special ci 
new country. The Law of Diminishing Return has been disputed 
by Mr Carey, who is at the head of a set of Economists calling 
themselves the American school. Mr Carey's arguments against ' 
the Law appear to be founded on a misconception of its real 
nature; and the practical conclusiims for which lie contends 
have not much application to a densely peopled country such as 
England is. But yet the writings of the American school are 
in many ways suggestive, and their opinions have attracted 
much attention on the continent of Europe, so that it may be 
well to say something about them here. 

These economists argue that history shews that the best 
lands are not those which are cultivated Itrst, but that the order 
of settlement of new countries is the passage from poorei 
richer soil The causes of this are various. Mountain distr 
have sometimes been selected on account of the means 
defence which they offer against enemii 
steep and self-draining mountain sides v 
low rich lands, until they are drained, ai 
fevers. 

In fact, if land is very rich, full of luxuriant undei^owth 
or marshy, it is not possible to cultivate it at all with only a 
small expenditure of capital and labour. But when the growth 
of population and the advance of civilisation give the means of 
bringing such land under the plough, the return which it gives ' 
will abundantly repay the pains that have been spent on it. 
The tasks of draining marshy lands and freeing them front 
malaria, and of making roads and railways, ate not easily 
performed when the population is thin and scattered. And 
American writers have done good service in insisting on thefact. 
that up to a certain point, the greater the numbers in a country 
the greater will be the power of organizing labour and capita^ 
and the greater therefore will be the teluin from land. It inay^l 
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be conceded to them that until this point is reached, land may 
be said to yield an Increasing, not a Diminishing Return ; and 
that perhaps more than half of the richest land in the globe is 
yet uncultivated. 

But this fact is not inconsistent with the Law of Diminishing 
Return which merely asserts that the return to capital applied 
to land diminishes, provided that there is already a dense and 
rapidly increasing population, and comparatively little improve- 
ment in the arts of cultivation. 

One cause of this difference of opinion between American 
and English Economists is probably that in America there is, 
and in England there is not a large amount of rich land waiting 
to be cultivated.3 

§ 6. We may next consider the Law of increase of mineral 
produce. The Law of Diminishing Return is said to apply to 
mineral as well as to agricultural produce. This is not strictly 
true : at least there is a fundamental difference between the two 
cases. The richness of cultivated lands is likely to increase : 
so that if the demand for produce were to remain stationary, 
it could be satisfied with continually diminishing effort. But 
every mine is being impoverished by being worked. And when 
the richest mineral strata have all been discovered, the diffi- 
culty of satisfying the demand for mineral produce must in- 
crease, even if the demand should remain stationary. Im- 
provements in the arts of mining may retard the operation of 
this Law, but cannot entirely prevent it. 

Another difference between agriculture and mining is this. 
It is impossible to raise by any amount of labour ten times the 
ordinary produce from a well- cultivated garden in one year. 
But the produce raised in a year from a mine might be increased 
tenfold without increasing more than tenfold the labour em- 
ployed on it ; provided that there were a sufficient supply of 
mining plant and skilled miners. But in fact the difficulties 
and dangers of mining deter those who have not been accus- 
tomed to them from childhood. A rapid increase in the supply 
of coal can only be obtained by paying high wages to new men 
for unskilful work. Again, the machinery, shafts and. galleries 
that are required for opening up new seams cannot be provided 
without some delay. It is owing to these causes that a sudden 
increase in the demand for coal forces its price up very high. 
These causes would act even if there were an unlimited supply 
of good mines ready to be opened ; they are independent of the 
Law of Diminishing Return. The gradual exhaustion of our 
coal mines has very little to do with the sudden rise in the 
price of coal in 1873. This rise was caused by a sudden in- 
crease of demand ; as is shewn by the facts that it attracted sl 
large amount of capital and labo\ir lo \\\^ to^X tcvvcCvw^ Nx-a.^^^ 



and the consequent increase in the supply of coal farced down 
prices below their old leveL 

But though the Law of Diminishing Return does not apply 
to mineraJ produce in the same way as it does to agricultural, yet 
the e)(haustion of the mineral strata of the earth's surface may 
ultimately exert a most serious influence on the history of the 

When steam power becomes enpensive, science will doubt- 
less teach us to substitute for it the forces of the air and 
water. In the wind and waves, in tides and waterfalls, we are 
supplied with forces many thousand times as great as can ever 
be required by the whole population of the globe. At present 
coal is preferred to these sources of power, because coal can. 
easily be carried wherever it is wanted and any quantity of- 
steam power can be obtained whenever it is wanted; but Iho' 
forces of Nature cannot. Means will however probably be 
discovered of transmitting the power that is supplied by Nature 
from place to place, so that it may be applied wherever it is 
wanted, and of storing up this force in reservoirs so that it may 
be used whenever it is wonted ; and then we shall be able 
almost to dispense with the use of steam power. 

But there seems to be no prospect of obtaining any impor- 
tant cheap substitute for coal as a means of producing warmth 
And it is quite possible that in the colder portions of the earth'; 
surface the growth of population will ultimately be restrained by 
the need of warmth, more Chan by Che need of food. 

§ 7. While considering the influence of the Law of Diminish- 
ing Return on the difKculty of obtaining raw produce, it must 
not be forgotten that the arts of manufacture are constantly 
progressing; so that there may be a continual diminution iii' 
the difficulty of obtaining such things as lace, cutlery and 
watches, in the cost of which the price of the raw material it 
not an important element. But such commodities are consumed 
more by the rich than by the poor. "The wife of a common 
labourer may wear fabrics which would once have excited the 
admiration of a. court. But after all the great bulk of the con- 
sumption of the labouring classes must be in coarse forms of 
agricultural produce simply prepared." 






CHAPTER V. 

GROWTH OF POPULATION. MALTHQS. POOR-LAWS. 

5 I. The Law of Diminishing Return tells us that when 
population has reached a certain density, an additional amount 
of labour and capital will not raise a proportionately increased 
supply of food. The operation of this Law is delayed by the 
progress of the arts of agriculture and manufacture, and by 
bringing fresh land under cultivation. It is possible that when 
the whole world is well cultivated, it may afford support for five 
or even ten times as many people as there are acres in the 
earth's surface. But a limit to the growth of population must 
be reached at last. 

The surface of the globe, including sea and land, is about 
600,000,000,000,000 square yards. If we suppose that each 
yard allows standing room for four persons, this calculation 
gfives room for 2,400,000,000,000,000 persons. Next, looking at 
the rate of increase of the population of England and Wales, we 
find that it doubled between the years 1801 and 1851. At this 
rate of increase population would in 

100 years multiply itself by 4 

200 „ „ „ 16 

400 „ „ „ 256 

500 „ „ 5, (1024, say) 1000 

1000 „ „ ^, ^ 1,000^000 

2000 „ „ „ i,ooo,ooo,ooopoo 

3000 „ „ ,, 1,000,000,000,000,000,000. 

At this rate the descendants of a single pair would in 3,000 
years form a solid column covering the surface of the globe 
more than eight hundred deep. 

These facts shew that sooner or later the growth of popula- 
tion must receive a check ; but they do not shew that it need be 
checked at present. The question whether there is such a need 
is a difficult one, and we shall be occupied during the greater 
part of the present chapter in considering it. 

§ 2. In savage countries people marry very early, and the 
growth of population would be very rapid, if k H<^t^ \NSi\. ^^- 
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strained by infanlicide and war, by pestilence and by famin 
When men have left tlie savage state and live under settled, 
government, they very often retain the habits of improvidence 
of the savage. In fact they almost always do, unless they are 
educated, and have some sort of ambition for themselves and 
their children. Not only the Chinese and other Asiatic races, 
but the agricultural labourers in Ireland and even in some' 
parts of England marry recklessly without any thought of the 
morrow. For indeed their future is a matter neither of hope . 
nor of fear to them ; Ihey have little hope of bettering their ' 
condition, and there is scarcely a lower level to which they 
can fall. As a result so many children are bom that the ' 
resources of the family will not suffice to nourish and educate ; 
them : and though in Europe at least infanticide is rare, 
children do not often die of actual starvation, yet the rati 
mortality among the children of the very poor is terrible. 
Insufficient food and clothing, neglect, dirt, foul air and 
infectious diseases hurry off vast numbers of the children of 
the poorer labourers in town and country to an early grave. 
Skilled artlzans are in a transitional state. We may hope 
that before long they will not marry without that sense of re^ 
sponsibility with regard to the education of their children which 
the middle classes feel now. This change may be described by 
saying that their Standard of Comfort is rising. For : — 

When any class of the population has obtained sucb ' 
habits of forethought as to be unwilling to marry with- 
out the expectation of being able to enjoy a certain 
given amount of the necessaries, comforts, and luxuries 
of life, then this amount is called the StEmdard Of ' 
Comfort for that class of the population. 
These necessaries, comforts, and luxuries are for a ma; 
children as well as for himself ; indeed the chief of them i! 
good physical, mental, and moral education for his children. 
Economic progress depends much on changes in the Standard' 
of Comfort of the people, and therefore on the strength trf' 
their family affections. 

§ 3. If there be a rise in the incomes of any class of the 
people, we may expect an increase in Ihe number of marriages 
and births among this class. It is in fact well known than 
marriages are more frequent among all classes of the people ' 
period of commercial prosperity than in one of depression ; ; 
the statistics published by the Registrar- General during the 
last thirty years prove that there have been as a rule more 
marriages in the years in which bread has been cheap, than in 
those in which it has been dear. 

It may however happen that a rise in Ihe incomes of any 
3SS IS accompanied by a rise in their Standard of Comfort ; 
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which prevents any increase in the number of births among 
them. But a rise in the Standard of Comfort brings with 
it improved means of caring for and supporting infant life, 
so that out of every hundred children that are born, a larger 
number grow up to be efficient workers in the next generation if 
the Standard of Comfort is high than if it is low. We see then 
that the Law of Population is that : — 

A rise in the rate of wages causes either a rise in the 

Standard of Comfort of the people, or an increase in 

the number of marriages and births. A rise in the 

Standard of Comfort is almost sure to increase the 

percentage of children who grow up to be efficient 

workers. Therefore a rise in wages almost always 

increases, and a fall in wages almost always diminishes 

the rate of growth of population. 

As a rapid growth of population has almost always followed 

on a rise of wages. Economists from the time of Locke have 

assumed that the wages of unskilled labour have never been 

much more than sufficient to enable them to continue the 

species. But Adam Smith's sagacity remarked that it is quite 

possible for the labouring classes to change their definition of 

necessaries. Shoes are necessaries in England, not in Scotland. 

Wheaten bread was a necessary in England before the reign of 

Henry VII. ; after that the working classes ate a great deal of 

rye-bread ; but again at the end of the seventeenth century 

wheaten bread became a necessary. At the present time the 

definition varies much from one country to another, and even 

from one part of the same country to another. 

§ 4. Malthus published his famous Essay on Population in 
1798. Perhaps no other book has been so much discussed 
by persons who have never read it as this Essay has. It may 
be worth while therefore to say something here about it and the 
circumstances under which it was written. 

At the end of the last and during the early years of the 
present century, the English poor-law acted in such a way as 
to foster the growth of population upward indeed in point of 
quantity, but downward in point of quality. It put a premium 
on early and reckless marriages, at the same time that it dis- 
couraged not only every kind of thrift and forethought, but also 
all strength and manliness of character. " Under it the English 
peasant had a legal right to support in the shape of a poor-rate, 
doled out to him when his wages were judged insufficient. 
Children called for no self-denial on his part, the rate was doled 
out to him in proportion to their number. A labourer could 
not by deferring marriage earn a little portion to start with, or 
at least such a course would have required extreme self-denial ; 
for while unmarried and childless, the t^^y^"^"^^ ^"^ ^^ ^^t^iv:.^ 
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was depressed to the sum just sufficient for his absolute neces- 
sity. "Like a slave or like a horse, he had his food nearly the 
same at every time, and work as he might, was unable to reserve 
a store for his needs'." 

The consequences of these mistaken arrangements werft 
shewing themselves in wide-spread misery ; and Malthas, a 
kind-hearted clergyman, set himself to work to inquire whether 
after all it was right thus to promote the increase in the, 
quantity of the population without caring for the quality. The ' 
conclusion at which he arrived is this; — The natural propensities ^ 
of man will cause population to increase as fast or faster than, 
the means of supporting them i therefore the efforts of thei 
legislator and of the moralist should be directed towards im- 
proving the character of the people ; and towards discouraging 
rather than encouraging a rapid increase of numbers. 

Accordingly he urged "moral self-restraint" as a " Preventive 
Check" to the excessive growth of population. But what he has 
said on this subject has been much misunderstood. It has 
been thought that he ■■ished to impose great hardships on the 
poor. But in fact "he again and again explained lo inquirers 
that he wished to put no more restraint on the marriage of the 
poor than such as every prudent parent in the middle classes. 
would wish to place on that of his children. He advises delay 
in marriage, and he argues that, without strong and lasting 
attachments, the married state is generally more productive of 
misery than of happiness, and that for the formation of such 
attachments, time must be given to find out kindred dispoai- 

Now it seems easy to object to Mallhus, that the world has 
gone along very well for thousands of years without men^ 
Iroubhng themselves about his Preventive Checks to population;, 
and that therefore the world may be expected to go on well for'' 
many more thousand years, even if men pay no attention to 
Malthus. This objection he anticipated and met by one of thtf 
most crushing answers that patient and hard- working science ha ' 
ever given to the reckless assertions of its adversaries. H 
examined one after another the various countries of the worl 
in ancient, media;val and modern times. He found that i 
some places Preventive Checks had been actually in operation 
for many centuries; that in some parts of Switzerland, for . 
instance, large numbers of the population remain unmarried. 
He found that in many other countries the hand of man had 
habitually restrained population by infanticide and war ( and 
that in every country which had been inhabited for many 
hich man had not controlled population by 
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these means, the stem hand of nature had kept it down by what 
he called Positive Checks, that is, by want and famine, by 
infant mortality, and by terrible disease and pestilence. So 
that it is not a fact that the world has gone on very well 
hitherto : and Malthus argued that the faculties of thought and 
forethought were bestowed upon men to enable them to make 
the world go on better. 

[He used the expression that population tends to increase 
indefinitely in a geometrical progression, and that under favour- 
able circumstances it was found to double in 25 years, while 
food only increased in arithmetical proportion, and that there- 
fore population must increase faster than food. The expression 
"arithmetical" is slovenly and no one defends it now, but he 
intended to express what is stated in the Law of Diminishing 
Return ; viz. that if labour continued to increase at a great rate 
for a long time, the produce which it could obtain from land 
would not go on increasing at the same rate.] 

§ 5. Malthus* statements with regard to the misery that has 
existed in past ages have been confirmed by more recent 
historians : but the practical conclusions that he deduced from 
them are more liable to be disputed. For he could not foresee 
the inventions and discoveries which were just about to be made 
when he wrote. He could not foresee how the gfowth of steam 
traffic would enable England, on the one hand to import food 
from countries where there was a scanty population; and on 
the other to send out her surplus population to cultivate new 
soils, and to spread the energy and genius of the English people 
over the earth. 

There can be no doubt that this extension of the English 
race has been a benefit to the world. A check to the growth 
of population would do great harm if it affected only the more 
intelligent races, and particularly the more intelligent classes 
of these races. There does indeed appear some danger of this 
eviL For instance, if the lower classes of Englishmen multiply 
more rapidly than those which are morally and physically 
superior, not only will the population of England deteriorate, 
but also that part of the population of America and Australia 
which descends from Englishmen will be less intelligent than 
it otherwise would be. Again, if Englishmen multiply less 
rapidly than the Chinese, this spiritless race will overrun por- 
tions of the earth that otherwise would have been peopled by 
English vigour. 

It must be remembered that the growth of population depends 
not on the number of those who are bom, but on the number of 
those who grow up to maturity : that infant mortality is the 
natural consequence of improvident marriages ; and thai ^'^ 
character of the population of a counliY mW. \i^ Vi^^^x^^ M 
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people marry early on insufficient means, and have familie^l 
so large Chat, though Ihey can jusE rear ihem, they cannotV 
properly care for their physical, moral and mental educatioiufl 

The best practical answer to the question which wc have^ 
set ourselves to discuss in this chapter seems to be ^— 

Just as a man who has borrowed money is bound to pay 
it back with interest, so a man is bound to give his 
children an education better and more thorough than 
he has hi ins elf received. 

When people are in a position to do this they confer a 
benefit on the Stale by marrying. This practical principle 
measures equitably the same measure of public duty to rich and 
to poor, its general adoption would cause the spectre of 
Malthusianism, which casts a gloom over economic speculation, 
to disappear, or at any rate to be no longer dreaded ; and 
would rid us of the competition for food which seems to dog 
the heels of progress. 

§ 6. It will be convenient here to pause in our discussiori. 
of the Laws of increase of the three requisites of production and 
to make a short digression on the question which Malthas < 
raised as to the proper administration of the Poor-law. 

At present the management of tlie rates that are levied fb^ 
the relief of the poor is entrusted to Guardians of the PoorJ 
These Guardians, with the aid of paid ofEicials, decide what aia 
from the rales is to be given in each case. This relief is eitheii 
Indoor, that is within the doors of the Parish workhouse, of 
Outdoor. As Basliat would say, the evils of Indoor relief are 
"seen" ; those of Outdoor relief are often "not seen." ' 

Indoor relief is unpopular ; it resembles imprisonment, and 
seems too hard a fate for those whose poverty is not the result of"! 
positive vice. When a man goes into the workhouse, his home 1 
is generally broken up, so that he cannot easily leave it and. I 
start in life afresh. 

It seems therefore at first sight much better to give Outdoor * 
relief to ihose who are not hopelessly infirm. Outdoor relief 
may be eked out by any little earnings of the man or his 
family, and perhaps by some assistance from relations or other 
friends. He rubs along in his old abode and with his own 
furniture ; the cost of relieving him in his home is thus, 
even while it lasts, less than the cost of Indoor relief ; and, 
as soon as he is again able to earn considerable wages, the 
Outdoor relief can be stopped. Thus in its immediate result 
Outdoor relitf is less burdensome to the rate-payer, as well a 
more agreeable to those who receive il, than Indoor relief is. 

But Outdoor relief leads to great evils. If given in aid ofj 
wages, it is likelj', as experience has shewn, to cause wages to bei 
£0 low that labourers cannot live without support from tta^ 
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rates. And since 1834 it has been generally agreed that" Out- 
door relief should not be given to labourers who are in full 
health unless to enable them to tide over some passing emergency. 
But even with this restriction, Outdoor relief is often the booty 
of the idle, the dissipated, the crafty and the hypocritical ; for 
the Guardians, and Relieving officers employed by them, have 
not the time required for investigating properly the merits of 
each case ; and they have not as yet entered into systematic 
alliance with private distributors of charity. Thus while the 
honest poor suffer great hardships, those who are dishonest often 
receive Outdoor relief at the same time that their wants are 
abundantly provided for by private charity. And on the whole, 
it has been found that wherever Outdoor relief has been given 
freely, a large part of the population has become idle, thriftless^ 
and base, in shcwt " pauperised." 

Yet Poor-law Guardians are under a great temptation to 
give Outdoor relief, because its evil results are distant, while the 
expense and the hardships of Indoor relief are present. It has 
therefore been thought right to offer an inducement to Guardians 
to apply "the Workhouse test"; that is, to offer only Indoor 
relief in ordinary cases, so that the inability of the applicants to 
provide for themselves might be tested by their willingness to 
submit to the restraints of the Workhouse. An Act was passed 
oa Mr Goschen*s motion in 1870, by which the expense of the 
Workhouses throughout the whole of London was borne by a 
Metropolitan rate. Each body of Guardians now knows that the 
•whole of the Outdoor rehef, but only a small portion of the 
Indoor relief which they grant, must come from the pockets of 
the rate-payers by whom they are elected. This Act, while it 
made the rich districts of London to contribute their due 
share to the support of the poor, diminished the pauperism 
of London, which till then had continually increased. It is 
to be hoped that the principle of this Act will be applied 
throughout England ; and that the expense of workhouses 
will be thrown upon counties, or other large areas, while 
each district bears the expense of its own Outdoor relief. 

Whether this is done or not, it should be a rule that when a 
man applies for Outdoor relief, the burden of proving that he 
deserves it lies with him. It should be assumed that he does 
not deserve it unless he can shew either, that though he 
did not marry recklessly, it had never been possible for him 
to save ; or that he had made some effort to provide against 
the day of misfortune by subscribing to a provident society or 
by saving in some other way^ 

There are indeed some who think that every change in the 
poor-law should aim at the ultimate abolition of OviXdacsi \^\s^. 

^ See Mr George Bartlett on Thrift as a test of oaitdoor relief. 
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may therefore be classed as, firstly, fertility of the soil, richness 
of mines, abundance of watercourses, and an invigorating 
climate : secondly, the number and the average efficiency of the 
working population ; this efficiency depending on moral as well 
as mental and physical qualities : thirdly, the abundance of the 
me^is which the industry of the past has accumulated and saved 
to help the industry of the present ; that is, the abundance of 
roads and railroads, of canals and docks, of factories and ware- 
houses, of engines and machines, of raw material, of food and 
of clothing ; in short, the already accumulated capital of the 
nation. 

The total produce of industry would be just as much increased 
by ?iXi addition to the quantity as by a proportionate improvement 
in the quality of labour. But it is otherwise with the net produce 
of industry ; for in order to find it, we must deduct the necessaries 
of the labourers from the total produce ; so that it would not be 
nearly as much increased by an addition to the quantity as by a 
proportionate improvement in the quality of labour. Therefore 
the power that a country has of accumulating capital is chiefly 
dependent on the efficiency of its labour. This efficiency, in so 
far as it depends upon the qualities of the individual worker, 
has already been discussed. But the efficiency of industry 
depends also on its organization; and the next chapters will 
shew how organization makes the most of the resources of a 
country by bringing labour and capital into those employments 
in which they will be most serviceable. 

§ 2. Next as to the will to save. 

The strength of the desire of accumulation depends on 
moral and social conditions which vary widely in different times 
and countries. 

{a) The Intellect. The inclination to save arises from the 
hope of obtaining some future advantage, and this future ad- 
vantage, if it is to afford motive for action, must be realised. 
Children and nations in an early state of civilisation are almost 
incapable of realising a distant advantage ; the future is eclipsed 
by the present. For instance, some of the remnants of the 
Indian tribes in North America, though in possession of most 
fertile land, suffer great want merely from their apathy as re- 
gards the future. They are industrious when the reward to 
fiieir toil is immediate ; but they will not set anything aside 
for the future. They will not even do such work as fencing 
their fields, which offers great and speedy, though not quite im- 
mediate advantages. But when the child or the race grows 
up to maturity, it learns to exert itself for the sake of the future, 
as well as for the sake of the present. 

Again the poor even in highly civilised co>rci\x\^^ ^x^ cax^- 
less as to the future. They are too inlenx. oiv ?k^xXs&^vw^ \X\fc\\. 
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immediate needs to have time or inclination for forethought. And 
even those who are earning high wages seldom think of putting 
by, unless they are to some extent educated. 

(H) The Sympathies. We saw in the last chapter one of 
the ways in which economic progress depends on family affection. 
And here it must be noticed that affection for others is one of the 
chief motives, if not the chief motive, of the accumulation of 
capital. There is probably more wealth saved for the sake of 
others than for the future enjoyment of those who save it. If 
people were s^-ayed entirely by self-interest, they would invest 
m annuities for their own lives instead of lea\'ing a provision for 
their famihes. Lavish expenditure generally indicates a selfish 
disposition that cares above all things for its own enjoyments. 
Those who are anxious for the well-being of others are more likely 
to save, than to spend all their incomes. Again the prevalence 
of intemperate habits in a country diminishes both the number 
of days in the week and the number of years in his life during 
which the bread-winner is earning full wages. Temperance 
increases a man*s power, and generally increases his will to 
save for the benefit of his children, and also to bring them 
up well, and invest Personal capital in them. 

(c) The hope of rising in the world. If people feel that 
they are bound down for ever by a sort of caste regiilation to 
one station in Ufe, they will not save in order to better their 
position ; they will naturally have little motive to be frugal ^It 
is fixity rather than inequality of fortune which is to be dreaded, 
for wherever there is motion there is life." 

(d) Whether the strength of the unselfish affections be great 
or small, the inducements to save will be powerful if great social 
advantages are to be obtained by the possession of wealth. 
The middle classes are much under the influence of this con- 
sideration and partly for this reason they save more than other 
classes. On the other hand, the love of display hinders saving. 
Accumulation of wealth is generally rapid in countries which are 
advancing from poverty to riches, because habits of thrift, which 
are formed when people are poor, remain when they become ridt 
The parsimony which our fathers learnt during the pressure 
caused by the great war, is doubtless one of the chief causes of 
the enormous growth of capital during the present generation. 

(<r) Political and commercial security. 

A man who saves, hopes that he and his family may enjof 

in secxirity the fruits of his sa>-ing. This requires, firsiiy, thit 

Government should protect his propertv* from fraud and vkh 

lence ; secondly, that if he or those whom he leaves behind hni 

are unwilling or unable to employ the capital in business tbeiB* 

selves, they must be able to lend it out to others and to lire ii 

quiet on the interest of it. One cause o( x^Lic i^^vi ^LCounuIadQi 
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of capital in modern times is the fact that as soon as a man has 
saved a few pounds, he can buy a share in a railway or other 
public company which will yield him a small but safe income, 
without his troubhng himself further about it. Saving banks, 
friendly and building societies collect and store up the savings 
of those who can only put by very small sums at a time. Com- 
mercial security and habits of confidence are a product of 
civilization, and grow with it. Political Security must be paid 
for ; but the taxes which some Governments levy in money and 
in compulsory military service are a dear price for this security 
and materially diminish the countries' power of accumulating 
capital. Capital, as well as industry, requires to be protected by 
the Government zn&from the Government. " 

§ 3. The expense of fitting men for skilled work is defrayed 
by their parents ; and it is chiefly drawn from wages ; that is, 
from the income that is earned by labour whether manual or 
mental. This expense is an outlay of capital just as much as 
that which is involved in feeding and breaking in a young cart 
horse. We may say then, that wages are a chief source of the 
accumulation of Personal capital. The wages of manual labour 
have not hitherto contributed very much to the accumulation of 
Material capital ; though there are some signs of a movement 
in that direction. A far more important source of accumulation 
is the wages of the professional classes. 

In England at the present time the chief source is profit on 
capital. Some Economists have spoken as though all others 
might be neglected in comparison with it ; but really it is only 
in a few countries and only for a short time that the accumula- 
tion made from profits has been at all considerable. 

During the greater part of the world's history the rent of land 
has been the chief source of saving. A good deal is saved from 
rent in England now, and in the rest of the world probably 
more is saved from it than from profits on capital. There are 
two causes of the greater importance of the savings from rent in 
othei* countries. Firstly, the income that is derived from land 
is very great relatively to the income that is derived from 
capital. Secondly, while the greater part of the land in 
England is owned by a comparatively small number of men, 
the land on the continent and in new countries is divided 
among a very large number of the population. Now rich land- 
owners are not a saving class ; it seems to be certain that on the 
average they save less than those who derive an equal income 
from trade. But peasant proprietors are a saving class. In 
England poor men save much less in proportion to their income 
than rich men do ; but in countries in which peasant proprietors 
abound, their savings are very large. 

For the man vfho labours with his Viati^ \!tvRi^ \^ xia ^-aNvw^- 
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bank whose attractions can be compared with the land. ** Give 
a man secure possession of a bleak rock, and he "Kill turn it 
into a garden.... The magic of property turns sand into gold^.** 
The peasant proprietor can give every hour of labour, every 
penny of capital, that he has to spare, to his land, and be sure of 
having the fruits of his exertion and self-denial ever before biro. 
He loves his land, and takes pride in it, his choicest amusement 
on a holiday is to walk round it and rejoice in it'. ''With the 
wage labourer the case is different. If he would put any portion 
of his wages to a reproductive use, he must seek out some 
borrower, and the amount he has to lend being small, this bor« 
rower must be the savings-bank, which will lend the money out, 
he knows not when, he knows not where. This is a very cold- 
blooded affair compared with the application of earnings to the 
land by the proprietor thereof who works over it and lives upon 
it, who feels that it is all his, and shall be his children's after 
him. Neither the imagination nor the affections are addressed 
very powerfully by the savings-bank. There is, besides, some 
delay involved in a deposit, which, however slight, defeats many 
a good resolution and brings many a half-consecrated sixpence 
to the grocery or the bar-room'." 

The absence of peasant proprietors is thus a loss to 
England in many ways ; but it were useless to repine at it. 
Modem machinery and modem methods of agriculture give, as 
we shall see, a great advantage to large farms in competition 
with small farms. In market gardening, indeed, and generally 
when each plant requires separate care, the peasant proprietor 
may hold his own ; but not in the general work of the farm. An 
intelligent man, who owns a little land, can almost always get a 
larger income by selling his land and using the price of it in 
farming or some other trade, than he can by cultivating it him- 
self*. The same spirit of commercial enterprise which causes 
capital to accumulate in England faster than in any other Euro- 
pean country has prevented her from having a race of peasant 
proprietors. 

All history shews however that the hope of purchasing a 
small piece of land or a cottage and garden, on which he may 
retire, m his old age, is one of the strongest inducements that a 
working man can have to lead an industrious, temperate and 
frugal life. Yet the English working man is practically debarred 

^ Arthur Young. 

' For evidence of the intelligence of the peasant proprietor in some 
districts, and also of the vast amount of capital that he invests in the 
land, and the heavy crops he raises from it, see Mill, Bk. 11. ch. vi. and 
vii. and Cliffe Leslie, Land Systems of Various Countries, 

* Walker, The Wages- Question^ ch. xviii. 

' See 7}i^ ^^ricuitural Lockout of\%i\^ by ClifTord. 



GROWTH OF CAPITAL. 41 

from this hope by the uncertainty and the heavy legal expenses, 
which he must incur in making such a purchase ; for these ex- 
penses are much greater in proportion for a small piece of land 
than for a large one. A reform of England's land-laws would 
much increase her accumulation both of Material and Personal 
CapitaL 

S 4. We may next inquire how far the accumulation of 
capital depends upon the rate of profits, and the rate of 
interest which the owner of capital can obtain by lending it 
to others ^ 

A high rate of interest no doubt affords a liberal reward 
of abstinence, and stimulates the saving of aU who are ambitious 
of earning social pqsition by their wealth. Again, if a man is in 
doubt whether to save in order to make provision for himself or 
his family, the expectation of a high rate of interest may induce 
him to save ; because the higher the rate of interest, the larger 
the amount of future enjoyment which can be obtained by sacri- 
ficing a given amount of present enjoyment. 

But the history of the past and the observation of the present 
shew that it is a man's temperament, much more than the rate 
of interest to be got for his savings, which determines whether 
he makes provision for his old age and for his family, or not. 
Most of those who make such a provision would do so equally 
whether the rate of interest were low or high. And when a man 
has once determined to provide a certain annual income, he will 
find that he has to save more if the rate of interest is low than 
if it is high. Suppose, for instance, that a man wishes to provide 
an income of ;£400 a year on which he may retire from business, 
or to insure ;^4oo a year for his wife and children after his death. 
If the current rate of interest is 5 per cent., he need only put by 
jC^,ooo or insure his life for ;£8,ooo ; but if it is 4 per cent., he 
must save ;£ 10,000, or insure his life for ;^ 10,000. 

Again, a high rate of interest is a great inducement to 
retire early from business, and live on the interest of what has 
already been accumulated. Sir Joshua Child indeed said two 
centuries ago, "we see that generally all merchants'' in countries 
in which the rate of interest is high **when they have gotten 
great wealth, leave trading" and lend out their money at interest, 
"the gain thereof being so easy, certain and great ; whereas in 
other countries where interest is at a lower rate, they continue 
merchants from generation to generation, and enrich themselves 
and the state." It is more true now than it was then, that many 
men retire from business when they are yet almost in the prime 
of life, and when their knowledge of men and things might 

^ The relation between interest and profits is explalrved vw "CkCiCiVvW. 
Much of this section is taken from SarganOs Recent Political Econow>^. 
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enable them to conduct their business more efficiently thaft 
ever. Thus a fall in the rate of interest would in some ways 
promote the production and the accumulation of wealth. 

But it would diminish the power of saving from a given- 
amount of capital, because the larger the income a man derives 
from his business the larger are the means he has of saving. 
Also it would promote the emigration of capital. As a rule 
however, a fall in the rate of interest is itself the result of a , 
great accumulation af capital ; and the income derit'ed fi'om a' 
large amount of capital at a low rate of interest generaHj' gives 
a greater total power of saving than the income derived from a ^ 
small amount of capital ut a high rate of interest. 

On the whole it may be concluded that a fall in the rate of 
interest in a country is likely to check the growth of capita! in 
some ways and to promote it in others ; but that the latter 
effects are on a smaller scale than the former, so that a fall ia ' 
the rale of interest will diminish the accumulation of capital lo 
some extent, though often only to a small extent. 

S 5. We shall presently see that a fall in the rate of intwest 
is to be expected in the distant if not in the immediate future of 
the world's history, in consequence of the operation of the law tS, ' 
Diminishing Return ; and this will ultimately check the accumt^' 
lation of capital. But the progress of invention is continually 
finding profitable employment for capital in new ways. Rail- 
ways, factories and machinery absorb every year large amounts 
of capital, which are turned to good account and return a profit , 
to their owners ; so that there is no reason for fearing any ■ 
great check, in the immediate present, to the growth of capitaL 
And in fact while the population of England is increasing at the 
rate of about i"3 per cent, per annum, the capital of England ia 
increasing at an average rate of about 3 per cent, per annum'. 

It has already been pointed out that the operation of the Law 
of Diminishing Return may be prevented from becoming oti 
very great importance as regards Agriculture, provided the 
increase of population be checked in time; but that even S 
population did not increase at all, the mere lapse of centurieS" 
would bring with it the exhaustion of the mineral riches of the 

' The total Material wealth of England increased from aboBt' 
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CHAPTER VII. 



ORGANIZATION OF INDUSTRY. 



§ I. The last chapter finished the discussion of the three 
requisites of the production of wealth, — natural agents, labour 
and capitaL Before proceeding to examine the modern methods 
of production and exchange, it will be well to see how these - 
methods have gradually grown up. 

In savage life there is no variety. Savage tribes are made 
up of a number of persons all doing the same work. Every one 
is as a rule warrior, hunter, fisherman, tool-maker and builder. 
Every one provides for all his own wants ; and, except for 
purposes of defence, might almost as well live apart from the 
rest. 

But even among savages men shew special aptitudes for 
particular kinds of work. One man, for instance, is skilled in 
making bows ; and others offer him in exchange for a bow more 
food, or other things, than he could get for himself in the same 
time as he can make a bow ; so he settles down to bow making. 
In this way there gradually arises that division of labour which 
makes society a living whole. And in the earliest times we find 
this much division : that the disagreeable work is done by 
women and slaves, and the agreeable work by their lords and 
masters. 

"The first great advance beyond this state consists in the 
domestication of the more useful animals ; giving rise to the 
Pastoral or nomad state, in which mankind do not live on the 
produce of hunting, but on milk and its products, and on the 
annual increase of flocks and herds. This condition is not only 
more desirable in itself, but more conducive to future progress ; 
and a much more considerable an^ount of wealth is accumulated 
under it. In this state, inequalities of wealth have their origin ; 
and encouraged by their security against present want, men 
begin to turn their attention to domestic Ta\aYivvfoLc:\.>3x^'a? 

The next transition was to the Agx\cw\\MX^N. ^vaX^^ •a.xA'Ssx'^KsSfc 
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the ownership of culdvated land fc»ined a solid basis on which 
society could be boilt up. Sometimes all the land was owned 
by the sovereign ; but more frequently the land round a village 
belonged to the whole village in common. 

The Village Communities, as they are called, lived a settled 
monotonous life. In this stage we find differences of employ- 
ments ; but there is as yet nothing that can {woperly be called 
organization. In some cases indeed a whole village devoted 
itself to one occupation, as to smith's work, or shoemaking. 
But more commonly each village was self-sufficing ; that is, it 
produced for itself almost everything that it consumed, and had 
scarcely any trade with its neighbours. It often happened that 
each tiade became hereditary in a family. For instance, each 
village had its own blacksmith, who was the son of the last 
blacksmith, and whose son would be the next blacksmith. Men 
had scarcely any freedom in the choice of their occupations. 

The fixed customs which thus controlled men's lives have 
been especially powerfril in the East In India the climate has 
caused a limp habit of body and mind, which has made people 
submit to the rule of despotic kings, and more despotic custom. 
No tyrant has ever attempted, or even wished, to control every 
action of his subjects' lives. But Oriental custom decides the 
Caste or rank in society to which a man belongs ; it prevents 
him from having any social intercourse with members of any 
other caste ; it orders the most trifling details of his action in 
his work, in his amusement, and at his meals. Custom also 
reg^ulates the wage of each kind of service, and the price of 
every commodity with an inflexible rule. 

Where there is a monopoly of anything, a fixed custom as to 
its price may indeed do more good than harm. If a village is 
bound down by custom to buy its ploughs of one particular 
blacksmith, it is best that custom should also regulate the price 
at which he sells them ; for otherwise he might sometimes take 
advantage of the necessities of his neighbours^ and charge an 
exorbitant price ; and anyhow there would be a great waste of 
time in higgling and bargaining between him and them. 

§ 2. The industrial system of the cities of Greece and 
Rome was based on slavery. They took it as an axiom that 
nature had ordained slavery; that without slaves the world 
could not progress ; no one would have time for culture, no one 
could discharge the duties of a citizen. They deliberately ac- 
cepted the belief that there were multitudes of men whom 
nature had consigned at their birth to weary toil for the benefit 
of others, and that it was a matter of no moment whether those 
men lived ignorant, debased lives or not. The genial temper of 
the Athenians indeed led them to treat their slaves with 
kindness and even sympathy. But \us\.oty sU^ws that every 
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civilisation which is based on slavery, though it may have 
a precocious growth, is yet rotten at the core and speedily 
decays ; for when a race has lived for several generations 
among the excitements of civilised life, but scorning work and 
despising those who work, it has become heartless and frivolous, 
and therefore weak. 

The Teutonic races that peopled Western Europe seemed 
at one time to be in danger ot being ruined, not indeed by 
slavery, but by a system of serfdom that was not very much 
better. But they had always a reverence for man as man, and 
this reverence was promoted by the Christian religion, and 
fostered by the popular character of the mediaeval church. 
They did not deliberately treat it as a matter of indifference 
whether those who did hard work for them lived debased lives. 
They never got thoroughly to despise the worker or his work ; 
so they have not become frivolous, apathetic or selfish; and 
their civilisation seems likely to endure. 

The rigid customs which have weighed down the East in all 
ages, seem to have pressed severely, but much less severely, 
on our Anglo-Saxon forefathers. They lived in an invigorating 
climate, and were too energetic to endure much tyranny either 
from man or from custom. But ignorance is a tyrant to whose 
sway even energy submits. And while our forefathers were wholly 
ignorant, the only line of action that they could strike out for 
themselves was that of pillaging and plundering their neigh- 
bours. This way of living afforded a good deal of excitement, 
but very little comfort. Gradually knowledge and a taste for 
comfort grew up with the growth of towns, where men learnt to 
care very little for plundering others, and to dislike very much 
being plundered themselves. In the towns men defended them- 
selves against oppression, and learnt the arts of civilisation. 
While the country was ravaged by the wars and the robberies 
of barons, while the country folk were generally serfs, the towns 
were the homes of order, of patient work, of intelligent and 
peaceful enterprise. 

§ 3. The towns grew rapidly : and as their various forms of 
skilled industry made their appearance, there was Division of 
labour. A man would make only things of one kind, or per- 
haps only parts of things of one kind. His work would directly 
or indirectly do some service to a great number of his fellow- 
citizens ; and the things which he consumed would be produced 
by the combined work of his neighbours. 

This may be expressed shortly by saying that the industry 
of the towns had become highly organized. A body is said to 
be highly organized when each part has its own work to per- 
form, when by performing this work it contributes to the v(e.\L- 
being of the whole, so that any sloppm^ oi \)kvs ^<^\Sel yk^^^'s* 
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•Jl- Thole: while, cr. ih? :-.her hir.i. each part depends for iti 

o--=r- T*ell-be:r.j or. :he e~j:ir.: w jr^iz^ of the other parts. 

So loir ^s :he :owr.> wcr.» 5..— -/:-;^ against adveraity, all 
tn- c.r^ens woriceu :Oi:e:hv:r w.ih rurlic spirit and entennjaeto 
&e-r-re -Jieir cor.1r7.or. weliV;; : bu: wher. a tou-n had fully achieved 
:i- ZTtti:-^ jr.i bcvjr. :.- vrjsrer. :he oldest families of tzados 




- - ~ associations, ......^ 

Crait-^Id?, which were lomed by :hose who worked at dv 
varlc'-s crafts. This 5:r.:-:.::e between the handicraftsmen and 
the leadin;^ merch.ir/.s ov ::::r.uevi for several generations: but 



The Craf:-gi:ds did good ir. ve.->- many ^-ays ; they helped to 
organize ir.d'js:r>-: they took care thjit each man understood bb 
trade and did sound work : they took an interest in the monl 
oriduct of the worker, and they secured him and his family 
froni want. Eut after a time their rules as to the way in which 
vork should be carried on became oppressive, so as to prevent 
a man from taking his capital or labour into whatever trade he 
liked : they hindered the free circulation of capital and laboor. 
And in the course of time there came a reaction. When the 
Gilds had ceased to do more good than harm, their power 
began to diminish, and at last they lost it altogether. The free- 
dom of circulation again increased until there remained few 
obstacles to a man's earning his living as he liked. 

Meanwhile the banks were growing up. In the middle 
ages the usurers or money-lenders had lent chiefly to necessi- 
tous persons at high rates of interesL There was not indeed 
much opening for the profitable investment of capital in industry; 
but the experience that was thus obtained in the difficult art of 
passing capital from where it is not much wanted, to where it is 
much wanted, has been of great use to the world. It has 
prepared the way for that organization of capital which is 
effected by the banks and other agencies of the modem money 
market 

§ 4. Advancing to more modem times we find a continual 
growth of the specialisation or division of labour. The broadest 
division is that between agricultural and manufacturing labour. 
In mediicval times the country folk used in the intervals of 
agriculture to spin and weave, to make shoes and build houses, 
iiut as agriculture became systematized, as machinery came 
into use in manufacture, and as the skill of trained artisans 
increased, the farming population gradually made less and less 
for itself, and bought more and mot^ iiom the towns. The 
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agricuiturists were of course scattered over the land, but manu- 
facturers congregated in closely peopled districts. 

In these districts a further division or specialisation has 
grown up, and separate trades have sought separate localities. 
The textile trades have separated themselves from other trades. 
Those that work in wool do not generally live among the 
Lancashire cotton workers, but are collected together in York- 
shire : and they themselves are divided into the "woollen trade" 
and the " worsted trade,'* and these again spread out into 
various branches, each of which has a favourite district of its 
own. This collection into the same locality of large numbers 
who are engaged in the same trade is called the Localisation 
of industry. 

A manufacturing district offers many social advantages. 
Experience shews that skilled artisans are intelligent and self- 
reliant, even when their work is monotonous. They have 
escaped from the dominion of custom, and are apt to consider 
whether they cannot better their condition by moving from one 
place to another, and even from one occupation to another. 

Thus in modern times a large number of social and econo- 
mic changes have increased the extent to which the distribution 
of wealth is determined by free competition. Workmen compete 
with one another for the most advantageous employment ; and 
employers compete for the cheapest and most efficient labour, 
and vie with one another in the invention of new machinery and 
new modes of manufacture. For each new invention and each 
new adaptation of an old process leads to new ways of carrying 
on business ; and every such change in a trade brings with 
it fresh openings through whiph new men, both employers 
and labourers, may edge their way into the trade. In fact the 
train, the steamship, the printing-press and the telegraph give in- 
ducements and facilities for competition in all directions ; a com- 
petition of which the earlier civilizations were wholly incapable. 

These changes have brought with them another great change. 
Formerly production used to be chiefly in the hands of Small 
Masters ; that is of men each of whom produced goods for sale 
in his own neighbourhood, with the aid of one or two apprentices 
and hired workmen. But as we shall see in the next chapter, 
the progress of events has put these small masters at a continu- 
ally increasing disadvantage in competition with the owners of 
large factories. And the machinery in these factories grows 
steadily. The amount which a manufacturer devotes to the pur- 
chase of machinery increases much faster than the amount which 
he spends on the hire of labour. In other words. Auxiliary 
capital is increasing at a greater rate than Remuneratory. 

Large factories concentrated in one place send their goods to 
market all over the world. The matmiacluxw^ ^Saa '^Q^toBa5^^ 



and the shopkeeper of Manchester are dependent for their well- 
being not only on each other's conduct, but alao on the course of 
events in othsr parts of England and in other countries. Thus ' 
" society has become the complex body of mutually dependent 
workers which we now see, by steps so small that year aftef 
year the industrial arrangements have seemed lo men just what 
they were before, by changes as insensible as those through, 
which a seed passes into a tree." 

These changes have been more marked in England than in 
any other country. The adventurous races who peopled her 
shores brought with them a spirit of enterprise which has been 
transmitted to their descendants. Her seas and rivers have 
promoted commerce, and with it that flexibility of habits whicll 
is caused by free intercourse with distant places. Her climate,' 
has been singularly favourable to rapid changes in agriculture. 
Being entrenched by the sea she has escaped the devastating 
wars which have discouraged the accumulation of capital on the 
Continent. Her land laws, her poor laws, and her political and 
social arrangements generally have tended to draw a sharp hne 
between the rich and the poor ; so that nearly her whole capital 
has been accumulated in comparatively few hands ; and her 
rich mines of coal and iron have given prominence to those. 
industries in which, as we shall see, production on a large scale' 
is at the greatest advantage, in which large capitals have the' 
best chance of becoming larger, while small capitals are in greaC 
risk of becoming smaller, 

§ 5. The growing intelligence of the labourer and the in' 
creasing facility of movement from one part of the country 11 
another have caused a close communication and 10 some extent 1 
free circulation of labour between the various centres of industry 
Capital is every day obtaining freedom of circulation, and a 
are the skill and ability by which capital is managed ; pro&li 
tend to equality in different occupations and in different par" 
of the country. 

It is not indeed true that a thousand pounds invested in or 
trade will bring in the same profits as a thousand pounds 
invested in any other ; for profits are exceptionally high in 
trades that are exceptionally difficult or disagreeable. The frefl 
circulation of capital cannot remove inequalities that are diMi 
to these causes. But It does cause the rate of interest at whicji 
I a tradesman can borrow money, on good security, to be nearlji 

I the same in every town and every trade in the kingdom. Hencft 

I arises an important Law, the full meaning of which will a[ 

I further on, viz. 

I Profits tend continually to equality in all trades which^ 

B involve equal risks, discomforts and exertions ; and which require 

r 'rqually rare natural abilities and an eciuall'^ expensive training. 



CHAPTER VIII. 



DIVISION OF LABOUR. 



§ I. Plato extolled the ancient Egyptians for having turned 
to good account their knowledge of the fact that division of 
labour gives increase of dexterity in every particular workman. 
Use becomes second nature ; and there are many kinds of work 
which can be done well only when they have been practised 
from childhood. A carpenter, a blacksmith, or a coalminer is 
seldom good at his trade unless he has been at it all his 
life. 

When the division of labour is carried very far a man's whole 
attention is concentrated on one operation. A house carpenter 
handles a great many tools one after another, and does many 
different kinds of work ; but in a very large furniture manu- 
factory a man will often work all the year round at making 
some part of a table or a chair. In cloth factories many women 
and children do scarcely anything all day but tie together 
broken threads on the spinning jenny. Many workers in metal 
factories do nothing but fit a piece of metal into a socket, and 
pull down a handle so as to drill or punch or stamp the metal in 
some particular way. Such operations are performed by men, 
women, and even children, with a rapidity and an unerring 
accuracy "which exceed what the human hand could, by 
those who had never seen them, be supposed capable of 
acquiring ^" 

^ It is believed that in such cases there is a physical change in the 
nerves by which the motions of the hands are directed, and that an in- 
timate connexion thus gradually grows up between these nerves and the 
nerves of sight, which enables them all to work in perfect harmony 
with one another for the performance of this particular class of opera- 
tions. When the operation was first performed, the "sensory" or feeling 
nerves of the eye and hand sent up a message to the brain to acquaint it 
with the exact state of things. The mind "wos ^iVi>a& ?»^\. \.o <:.Qr5isAfcx 'O^r. 
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There axe many lands of skQl which are doC, suicdj speaking^ 
manual, but which resemble mannal skill in requiring practice 
from early childhood. Such for instance is the work of the 
wool sorter, who sorts a fleece of wool into e^t or ten heaps 
of diti^ent qualities. He has gradually acquired a wonder- 
ful discernment by touch and s^ht of minute differences of 
quality. 

f 2. A second advantage of division of labour is the 
economy of skill and of other mental and physical excellencies^ 
which is obtained by keeping a man always occupied on the 
highest class of work for which he is fitted. 

Mr Babbage was the first to insist on this. He says, " The 
master manufacturer by dividing the work to be executed into 
different processes, each requirii^ difierent degrees of skill or of 
force, can purchase exactly that precise quantity of both which is 
necessary for each process ; whereas if the whole work were 
executed by one workman, that person must possess sufficient 
skill to perform the most difficult, and sufficient strength to 
execute the most laborious of the operations into which the 
work is diWded." In any large factory we may see young 
children carrying light weights or picking up loose threads, 
older children and women moving hea\ner weights, or taking 
care of machines that can easily be managed, while the task of 
keeping the machines in working order is entrusted to skilled 
mechanics. Those who keep the machine in order are paid 
as high wages as the clerks who are occupied in keeping 
the accounts of the establishment ; but there would be a great 
waste of efficiency if the mechanics spent part of their time in 
keeping accounts, and the clerks part of theirs in repairing the 
machines. 

case ; it determined by an act of the will what should be done next ; and 
sent down by the "eiSerent" nerves of the hand more or less clumsy 
orders, which were more or less clumsily executed. But there seems to 
grow up, after years of practice, a more direct connexion between the 
sensory and the efferent nerves, whose co-operation is required ; so that 
when the right time comes for the particular movement of a finger, the 
stimulus which prompts that movement is instigated at once by the 
"sensory" nerves that bring up to the brain the record of that movement. 
When the connexion has become well established, each part of the ope- 
ration follows on the preceding automatically. That is to say, the mind 
is not called in at all in the case, no attention is required, the whole 
mental energy is at liberty for thinking about other things ; or it may lie 
idle and be stored up ready to come into full and fresh activity in the in- 
tervals of the man's work. In walking, writing, and playing the piano, 
we see actions which by continued practice from childhood can be per- 
formed almost automatically ; though even the simplest parts of them 
tire the full attention of those who have not been trained to them. 
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The economy of inventions is best attained when it is the 
business of a certain set of people to study every new invention 
which bears on their particular trade. For each new leading 
idea with regard both to processes and machinery has many 
practical applications. Knowledge is acquired in working out 
one invention that is likely to be of use in seeking for others. If 
however the work of thinking is confined to a few, division of 
labour is carried too far. It is said that whatever superiority 
America has over England in mechanical inventions and improve- 
ments in manufacture, is largely due to the encouragement 
which American employers give to independent and originat- 
ing thought among their workmen. 

But undoubtedly the employer should be the master mind of 
the whole : his time should be occupied, not in doing work, but 
in deciding what work is to be done, how it is to be done, and 
who is to do it. As Bagehot says, "He settles what goods 
shall be made, and what not : what brought to market and 
what not. He is the general of the army ; he fixes on the 
plan of operations, organizes its means, and superintends its 
execution. If he does this well, the business succeeds and 
continues ; if he does it ill, the business fails and ceases. 
Everything depends on the correctness of the unseen decisions, 
on the secret sagacity of the determining mind." 

§ 3. Next with regard to the economy of machinery. 

Just as there is waste whenever a skilled man is engaged on 
work in which his skill is useless, so there is waste whenever a 
.machine lies idle. A blacksmith could sometimes find use for a 
steam hammer, but there would be so much waste in keeping it 
idle the greater part of the day, that he cannot afford to have it. 

Many things continue to be made by hand which would 
long ago have been made better and more cheaply by ma- 
chinery, if there had been a large demand for them. For the 
trouble, expense and risk involved in inventing and patenting a 
new process, or a new machine, is the same whether the in- 
vention is to be applied to the production of many goods or few. 
But the profit to be derived from the invention depends on 
the extent of the manufacture, to which it can be applied. 
The substitution of machinery for handwork has sometimes 
to wait for a brilliant invention by which a great practical 
difficulty can be overcome : but most new machines are really 
adaptations of old ones, which are sure to be made as soon as 
there is a demand for them. 

In fact, the great advantage that the human hand has over 
machinery is that the hand can bring tools to work upon the 
material in almost any position : and many important mechanical 
inventions are merely new plans for copying the way in whiid\ 
the tools and the material are adjusted Xo on^ ^xv^i'Ocvet \s^ 'Cssfc 



52 BOOK L CHAP- YUL f 4— 7- 



f unfif Tbss ts VHfifcr'ijm dasas Irr j^vm^ new ^HVvcBieiEts to 
rjae tools tiut arc 4L>Lt c ii hf a. ntgrrr^nr.. but wsapc c£:cn it 
crjasissa hi makfrig some nev tfirrf or mcrria^ socket for hold- 
ing flrmiT die wiatfTJal ciacdT as it is wsncecL 

1 4. 'We bare seen tnar dae acfrzxscages of dirissoa of labour 
caumoc be obcained in the prodncTBoa of any mrrm^-MKr ir miVsiy 
it is one for wfaidi tbe dfrontf is vecj srear. so titat it is pro* 
dactd in Terj htz^ qoantities. We lia¥e next to inquire liow 
far ibtst adranp^cs are <icpenrf?nt on the soe <if tiie fxtocics 
in which die woric is done. 

This qoestioQ is a. Tcry impGrtant ooe.becziise die hope of 
rising in die wodd is oae of the diief icdacemcnts to energetic 
action, and to tfariftr habits. The pcosperitr of the nati<m 
depends greatly upon bow far the i^per dasses are recr uite d 
by tbe best scrnigth and ability that is bom among the lover 
ciasys. And one of the easie^ and heakhiest routes upwards 
which a working man can foDow is that of nrst savii^ a litde 
money while woriong as foreman or overlooker, and then 
startii^ a small estaUishment in that branch of his bosiness of 
which he is a master. We shall find that some of the advantages 
of division of labour can be obtained only in very large factories, 
but that many of them, more than at first sight appears, can be 
secured by small factories and workshops, provided tlicxe are a 
very great number oi them in the same trade. 

The manufacture of a commodity often conasts of several 
distinct stages, to each oi which a separate room in the factory 
is devoted. But if the total- amount oi the commodity produced 
is very large, it may be profitable to devote separate small 
factories to each of these stepSb 

If there are many factories, large or small, all engaged in 
the same process, Subsidiary Industries will grow up to meet 
their special wants. 

f 5. Firstly, there are the industries which make the special 
tools and machinery required for the process. There are, for 
instance, large works in which the machinery wanted for the 
woollen trades, is made by a vast number of complex machines. 

Secondly, there are the Subsidiary Industries which facilitate 
communication between various branches of a trade. Their 
aid is important to all classes of factories, but especially to those 
which are devoted entirely to one stage of a process of manu- 
facture. Under this head come carriers, railway companies, 
and all classes of agents and intermediate traders, and again 
those who collect and spread information by trade newspapers, 
and in other ways. Bankers also come under this head. The 
payment for goods is facilitated by them as the transfer of 
ods is by the railways. But further, they pass command over 
fital from hand to hand, and the help which they thus give 
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to new men, who have but little capital of their own, is perhaps 
the most important of the forces which oppose the modern 
tendency towards the concentration of manufacture in the hands 
of a few large firms. 

But small factories, whatever their numbers, will be at a 
great disadvantage relatively to large unless many of them are 
collected together in the same district. We may then consider 
the advantages of the Localization of Industry, 

§ 6. The Localization of Industry promotes the education 
of skill and taste, and the diffusion of technical knowledge. 

Where large masses of people are working at the same kind 
of trade, they educate one another. The skill and the taste 
required for their work are in the air, and children breathe 
them as they grow up. This is seen particularly in such 
manufactures as those of glass and pottery. 

Again, each man profits by the ideas of his neighbours : he 
is stimulated by contact with those who are interested in his 
own pursuit to make new experiments ; and each successful 
invention, whether it be a new machine, a new process, or a 
new way of organizing the business, is likely when once started 
to spread and to be improved upon. 

In a district in which an industry is localized a skilled 
workman is sure of finding work to suit him ; a master can 
easily fill a vacancy among his foremen ; and generally the 
economy of skill can be carried further than in an isolated 
factory however large. Thus both large and small factories are 
benefited by the localization of industry and by the assistance 
of subsidiary trades. But these benefits are most important to 
the small factories, and free them from many of the disadvantages 
under which they would otherwise labour in competition with 
large factories. 

§ 7. Still a large factory has many special advantages. 

Firstly, greater economies can be attained by a large than 
by a small factory in such matters as the arrangement of 
buildings, steam engines, and other machinery ; and again in 
such work as that of clerks, doorkeepers, stokers, repairers of 
machines, &c. One high chimney can make a draught for a 
large furnace as well as for a small one ; one doorkeeper can 
admit five hundred men as easily as fifty. 

Again, a large factory can often afford to have a machine 
to do work that is done by hand in a small factory. It is true 
that a small factory devoted to one short stage of the process of 
manufacture may have the best and most highly specialized 
machinery. But such a factory would not come into existence 
until the advantage of having special machinery for this stage 
had become well established. If there is a large demand Co^ 
any kind of machine ii may be wortVi a maiC^ viNxCifc \a v^^^sk^ 
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nuch moaej stad trDoble in tit log to make it. with the intention 
49if ^tenxmg it, and getting a royalrr on each "«^>*»"^ that 
is made. Bat in fact a rery small nu iri t irt of the iu i foie mcnts 
that are made aze patented ; and a large fnan»fa< tme r has 
greater tndncements than a small one to make experiments 
which 2a:e not certain of success. He can spend a large som 
on trying a new pcocess or a new kind of marhinr, withoat 
feding the loss if the expernnent £uis. If it succeeds, he is 
mnch more likely to get a good return on his outlay before 
others are able to take ad>-antage of it than a smaller mano- 
iacturer would be. 

But very often the most impOTtant advant^es to large firms 
consist in their facilities for buyii^ and sdling. The expense 
involved in buying a large quantity of goods is always smaller 
in proportion than that of buying a small quantity. A large 
firm gains in the transport of goods ; particularly if it has a 
railway siding. It gets prompt and trustworthy information 
from highly paid agents ; and thus learns when and from whom 
to buy, when and what to manufacture, when and to whom to 
sell, and lastly whom to trust and whom not to trust. It can 
afford to advertise largely in print and by means of oasnmercial 
travellers. Something may also be allowed for the confidence 
which consumers feel that a large house will not descend to 
petty tricks and dishonesties ; it has too much to lose. 

In some trades a large firm gains much by the variety of 
its wares. A builder, who wants a great number of brass 
fittings, likes to order them of a firm which has a vast number 
of moulds and can fill up a large and various order from its 
own resources. A large firm gains often in the matter of super- 
intendence ; but not so much as at first sight appears. It is 
true that in small works the master or manager looks after 
many things which in large works are left to the care of a 
foreman or overlooker ; but hired overlookers have not the 
same interest and energy in preventing waste through careless- 
ness or dishonesty that the master himself has. There are 
some trades, particularly those concerned with the more valu- 
able metals, in which large firms are on the whole at a dis- 
advantage as compared with small ones in the matter of 
superintendence. 

§ 8. There are many branches of trade in which the advan- 
tages of division of labour and specialization of machinery seem 
to have reached their limit. In cotton spinning, for instance, a 
large factory contains many rooms which are exactly alike in all 
respects ; so that it resembles several smaller factories joined 
together. It has then no great advantage over smaller factories 
''\the work of production, but it has those general advantages in 
;^//7^ and selling and organizing which a large capital must 
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always have over a small one. When the owner of such a 
factory wants to put more capital into his business, it may 
answer his purpose to put up looms for making his yam into 
calico. He then has an advantage over those who only spin, 
because he has no trouble about finding a market for his yarns ; 
and he has an advantage over those who merely weave, because 
he has no trouble about bargaining for and testing the quality of 
the yam that he uses. What used to be the work of several 
distinct trades is all done now under one roof. 

This change is partly due to the modem facilities for the 
growth of firms which manage vast sums of capital. The number 
of very wealthy men has increased rapidly of late ; and the 
Limited Liabilities Acts^ have enabled those who are not rich, 
and who perhaps have no time for business, to take shares in 
lai^e trading concerns, without imperilling their whole fortunes. 
This has led to the formation of vast companies in almost 
every branch of business. Some of them undertake enterprises 
for which no private capital could suffice. The London and 
North Western Railway Company wields a capital greater than 
the whole accumulated wealth of many of the states whose 
names occupy a large place in history. There does not seem 
to be any limit to the amount of wealth which a single trading 
company can profitably manage in a business which can be 
managed by routine, and does not require the bold enterprise and 
prompt decision of a single mind. 

But this great tendency to the concentration of capitals 
is opposed by the increasing variety in the number of things 
that have to be done, and in the modes of doing them. Indus- 
tries subsidiary to the old established industries are springing 
up continually, and when they become well established, other 
industries subsidiary to these make their appearance. The 
growing variety of the wants of man, the growing resources 
of invention by which they are met, continually make openings 
by which new men edge their way into business. A glance 
at the Trade Directory of London or almost any other 
large manufacturing town will discover an astonishing variety 
of trades which are almost entirely in the hands of small 
masters. 

§ 9. Whatever may be the result of the contest between 
large and small factories, it appears certain that the division 
of labour will continually increase. This increase is one of vital 
importance. It adds to men's power over nature, and furthers 
social progress by increasing wealth. Its effects are for the 

^ These Acts, passed in 1855 — 1862, enable a Company by writing 
"Limited" after its title to secure its shareholders against Iq^v^<^ \siss«. 
than the amount of their shares by its faWute. 
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most part good, bat in some part eriL Divisioa of labour 
is said to increase the MncertedtUy of industry. A man whose 
skill can be tamed to accoant in only one trade is likdj to 
sufier much when that trade is depressed, or his skill is dis- 
placed by machinery. On the other hand, diTiaon of labour 
accustoms producers to sell in widely distant markets, and it is 
not very likely that ail of them will be depressed at the 
same time, i^ain the division of labour sometimes enables 
a man to pass easily between trades which used to be totally 
distinct. A country watchmaker could not easily become a gun- 
maker or vice versa : but many of the men in a large watch 
hkctory could easily find employment in a large rifle fiurtory, 
and vice versa. When the late American war came to a dose, 
a famous rifle factory devoted itself to making sewing machines. 
As we proceed further, we shall find other reasons for think- 
ing that whatever tendency there is to a growii^ uncertainty oi in- 
dustry, is to be ascribed to other causes than the division of labour. 

But division of labour does unquestionably cause some 
numctony. This is a very great evil in the case of work which 
invdives continued muscular strain or long hours of work in a 
bad atmosphere. But when the work is light, and the hours 
erf" work not excessive, monotony is not very injurious. As 
Mr Nasmyth says\ ^ If you call for the brute force of a man 
you will degrade the man. He goes to his house so physically 
exhausted that it is an utter absunlity to say to that man ' Read 
and improve yourself.' He would fall asleep immediately : he 
must go and take some excitement But if you take the man 
who has been superintending some piece of machinery all day, 
in which there is very little or only a minimum of cadi for his 
brute force, you will find that that man's intellectual power, if he 
has any at all, will come forth, and be will be a reader and 
a self cultivated man. I have found that again and again. 
I think this is the result of machinery, that it takes away 
the necessity for brute labour, and very much elevates the 
intellectual and moral position of the working classes. The 
management of machinery requires much judgment and re- 
source." The experience of Englishmen in backward countries 
shews that costly and delicate machinery cannot be .worked 
profitably by a dull and ignorant people, however low may 
be the rate of wages which Uiey are willing to take. The work 
of the mechanic, even where it is apparently monotonous, makes 
him shrewd, cautious and prompt. 

Again even when division of labour makes the work of an 
individual monotonous and uniform, it makes the work of the 
country at large changeful and various. The worker in a town 

h Report of Trades Umon Commissioners, x868, p. 65. 
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ivhose mental and physical energies are not strained by his 
work can hardly fail to be educated by the variety and excite- 
ment of the various work that is going on around him. His 
neighbours have interests in life sufficiently like his, and yet 
sufficiently different, to enable him to learn from them new ways 
of looking at things. 

There is more division of labour in the town than in the 
country ; but the agricultural labourer lags behind the town 
workman in intelligence. The advances that have recently 
been made in agricultural science are chiefly due to the mental 
activity of towns-people. 

§ lo. It will be useful to refer to the Law of Division of 
LaDOUr, which may be stated thus : — 

When the demand for a commodity becomes very large, 
the process of making it is generally divided among 
several distinct classes of workers, each with its proper 
appliances, and each aided by Subsidiary industries ; 
for such a division diminishes the difficulty of making 
the commodity. 

Anticipating a term which will be defined later on, we may 
say : — 

. The Cost of production of a manufactured commodity is 
diminished whenever an increase 'm. the demand for it leads to 
an increased division of labour in making it. 

The Law of Division of Labour implies that an increase in 
the amount of capital and labour which is applied to any 
process of manufacture is likely to cause a more than pro- 
portionately increased return. It is therefore sometimes called 
the Law of Licreasing Return, 50 as to bring out the contrast 
in which it stands to the Law of Diminishing Return which 
applies to agriculture. 

§ II. The largest industry is that of agriculture ; but there 
is scarcely any other industry which is able to make so little use 
of the advantages of division of labour and of production on a 
large scale. For agricultural labourers cannot be grouped 
together in large masses ; they must be scattered over the 
country. And each season of the year has its special work: 
a man cannot spend his life in reaping. So that the work of 
agriculture cannot be broken up into a vast number of parts 
each of which is performed by a band of labourers who devote 
their lives to acquiring a special skill in this class of work. 

Agriculture, however, seems to be following in the steps of 
manufacture. Field steam-engines are becoming common, and 
new machines to be worked by them or by horse power are 
appearing in rapid succession. The fields demand every day a 
smaller number of dull labourers and a greater nutah^t ^1 
intelligent mechanics. 
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This change is exercising an important influence in 
competition between smoli and large farms. The small burner 
cannot always afford to have a field steam-etigine ; he cannot , 
afford lo have a great number of machines for occasional vse. , 
Thus every year puts him at a greater disadvantage relatively to 
the lai^e farmer. This disadvantage is diminished but not re. 
moved by the rapid growth of a subsidiary industry, which under- 
takes steam ploughing threshing, &c. for farmers. The grontb.I 
of this industry is the most important step towards obtainii^ 
the advantages of division of labour that has e\'er beeri made 
by agriculture. 

In comparison with a small farmer a large farmer gains 
something ineconomyof buildings, and in economy of materials., 
He is able to have a better rotation of crops; he can send a- 
great many labourers into a field in which there is anything to 
be done quickly. He can, as a rule, borrow capital from the 
banks more easily than a small farmer can. Lastly, the large 
farmer is likely to have more knowledge and greater skill and en- 
terprise than the small farmer. He probably received a better 
education at starting ; and he can afford to leave to subor- 
dinates much work that the small farmer does himself, so that 
he has more time and opportunity for increasing his knowledge. 
And as farms change hands from time to time, the ablest 
farmers are likely to find their way to the largest farms. Thus the 
economy of skill is carried further under a system of large, than 
under one of small, farms. On the other hand the lai^e farmer 
loses in the matter of superintendence. The small farmer works 
hard himseif ; he watches for every trifling gain and every small 
saving: and those who work under him have little opportuni^ 
of being idle or dishonest. 

§ ij. These advantages enable spade husbandry to be a 
successful on small holdings as on large. A lai^e market 
garden has few advantages over a small one except in buying 
and selling. An intelligent market gardener who cultivates a 
few acres by the labour of himself, his family, and perhaps one . 
or two hired labourers, can pay 3 high rent for his garden, and 
yet earn very good wages for himself and very good profits 
on his capitaL Similarly a well managed small vineyard ia 
Southern Europe seems to be able to hold its own gainst 
the competition of larger vineyards. Each vine has its owo 
history, the soil is seldom exactly of the same character 
for many consecutive yards; and the cultivator of a large 
vineyard could not carry in his head many of the triflinff 
details that guide the action of him who devotes all his life 
to one little plot of ground. 

But the ifreater part of the small holdings on the continent. 
re generally the advantage of beitvs owned by those who 
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cultivate them. It has already been remarked^ that the peasant 
proprietor has in land a constant source of pleasure and excite- 
ment and the safest and most convenient of savings-banks. He 
invests his capital and labour in his land, without requiring as 
high a profit on his capital as the wealthy farmer would, and 
without expecting as high wages for his toil as would be 
demanded by the hired labourer. He may through want of 
machinery, or of knowledge retain methods of cultivation that 
have been discarded as wasteful by the English farmer. But 
still he is content and happy. His produce is generally less in 
proportion to the amount of labour spent in raising it than 
is the case with an English farm. But his produce per acre is 
often large, and on the whole he contributes his full share to the 
agricultural wealth of the country. 

^ Chap. vi. § 3. 



CHAPTER rx. 



TENURE OF LAND. 



§ I. A GREAT deal has already been said incidentally 
about the tenure of land. In tracing the gradual organization 
of industry, we noticed how in very early times land was no 
man's property; how tribes of savages wandered over it and 
supported themselves by hunting ; how, afterwards adopting a 
pastoral life, they drove half domesticated herds slowly from one 
pasture to another. We saw how, when agriculture appeared, 
land became the property of village communities. Recent histori- 
cal research has shewn that in almost every part of Europe, in 
many parts of Asia, and probably in some other places, the 
land of each such village community was generally divided into 
three parts, or to use the Teutonic name, into three Marks. 

The Town Mark contained the houses, which were the 
private property of the several families who lived in them. 
The Arable Mark was divided into three fields, one of which 
was left fallow each year, the other two being cultivated. Each 
family had for its use a lot in each field : so as always to have 
its proper share of land in cultivation. In most countries the 
lots were periodicaUy redistributed. 

The remainder of the land was the Common Mark. This 
was not cultivated, and each family had equal rights of pasture 
and of cutting wood in it 

The system of village communities somewhat modified 
prevails in Russia and India in the present day. It has some 
advantages ; extreme misery is seldom found in it ; men lead 
peaceful and contented, but monotonous lives. The community 
fKa/dbes Jealously to prevent any one from adopting methods of 
tioa that are opposed to its inleresls, or ^ven to its habits 
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and prejudices. Thus grows up in the course of time a network 
of customary rules, which hampers the freedom and enterprise 
of individuals, and hitherto has been found to check and hinder 
agricultural improvement of every kind. 

In Western Europe this system was transformed into the 
military system of Feudalism by the wars and conquest of the 
Middle Ages. In Feudalism the notions of ownership and 
government were so blended that the sovereign was regarded as 
having a kind of ownership of the land. His subjects held it 
from him on condition of rendering him military service when 
required. Gradually the rights of the Sovereign to land have 
fallen into abeyance, and private persons have now practically 
undisputed possession of it, but even to the present day bar- 
gains about land are not determined by free competition in 
quite the same way as bargains about other things. Each 
nation has special laws, customs, and sentiments with regard 
to the transfer and tenure of land. 

§ 2. A large part of the Continent is owned by Peasant 
Proprietors. We have seen how the peasant loves his land as 
his friend, how gladly he invests his earnings in it ; how he gets 
to know the history of every square yard of it. He may not 
know of, or may be unable to afford the advanced methods of 
the rich English farmer. But in some kinds of cultivation he 
excels ; and even though he does not generally turn his labour 
to the best account, his untiring zeal often raises a large gross 
produce. 

In some portions of Southern Europe the Metayer tenure 
prevails. The metayer has an hereditary right to cultivate a 
small piece of land on condition of giving a certain portion of the 
produce, generally one half, to the landlord. The landlord sup- 
plies the whole or a part, according to local custom, of the capital 
required for working the land\ The metayer resembles the 
peasant proprietor in having fixity of tenure. But in some 
other respects he resembles the members of a village com- 
munity. For he is harassed and hampered by the rules which 
have grown up to secure the landlord's share of the produce ; 
and since he retains only a fixed portion of the fruits of his 
labour, he has not as strong an incentive to exertion as the 
peasant proprietor has. 

The land of America is cultivated by those who 'own it*. 

* With regard to Metayers, Irish Cottiers and Peasant proprietors, 
the reader is referred to Mill, Bk. ii., and Cliffe Leslie's System of Land 
Tenure, 

* "The American fanner is at least in nine hundred and ninety-five 
cases out of a thousand the owner of the land he cultivates." Mr 
Ruggles* report published by the New York Chamber of Commexc^.^ 
1874. 



The ease with which men get land prevents the growth of any ' 
considerable class of a^cullural labourers at present, so that 
the tenure of land in America resembles in many ways that 
of peasant proprietors. But the farms are not small, and the 
fanners are generally educated men, full of restless energy. 
They frequendy sell their farms and move westwards to larger 
farms or richer soil ; they are always on the look out for 
improved machinery and improved methods of cultivation. And 
in many other ways they present a striking contrast to the 
palient and unenterprising pteasanl proprietors of Europe, among 
whom the land and the method of cultivating it descend with 
little cllange from father to son. 

The share of the produce that Ihc metayer pays to 
landlord is sometimes called " rent." But in this book the word 
will always mean that payment which the owner of land can 
obtain by free competition for lending out the use of it toothers- 
Rich land affords a larger return to the capital employed 
on it than could be obtained by applying the same amount of 
capital to the cultivation of poor land. In a populous country 
in which there is a great demand for food, and In which IherO' 
fore some food has to be raised at great expense from poor 
land, the value of the produce raised from the rich land will be 
more than sufficient to pay the expenses of raising it. This 
surplus value the owner retains if he cultivates the land himself. 
But in England and some other countries there are always ■ 
capitalists willing to cultivate the land with their own capital, 
and to pay this surplus to the landlord in the form of renL 
This system has the great advantage of giving the management 
of the land to those who have capital, agricultural skill and liking 
for the work. We have already seen that the advantages of 
division of labour and of productions on a large scale are of 
less importance in agriculture than in manufacture; but their 
importance is increasing. The progress of the arts of agri- 
culture brings with it a continually increasing demand for 
capital and for highly trained agricultural skilL And the pro- 
gress of the nation in wealth and intelligence increases 1' 
number of able farmers who have a considerable command o' 
capital. The combined action of all these causes is increasii^ 
the average size of farms, and raising the status of the iarmer. 
Jn Scotland and some parts of England there prevails a system' 
of long leases which secures to the farmer nearly the whole 
benefit of his skill and energy. If his lease is short he receives 
but scanty protection from the law. But custom so far shields 
him that he is seldom in great danger of losing all the benefils 
of the improvements he has made in his farm, through having 

I rem raised, or being ejected without compensation, by a 

icrupiilous landlord. 
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The Irish Cottier pays a rent for the use of his land and 
cultivates it at his own risk. But here his resemblance to 
the English farmer ends. The Irish Cottier is a poor and 
uneducated peasant who rents a small plot of land either directly 
from its owner or from a middleman who makes a living by 
subletting land. The ignorance and recklessness of the Irish 
peasant and his inherited thirst for land often induce him 
under the stress of competition to undertake to pay a rent 
higher than he can pay. Some of the smaUer landowners and 
many of the middlemen grasp at such promises ; and then the 
cottier finds idleness his best policy ; thrift his worst He has 
no Standard of Comfort, no inducement to prudence in mar- 
riage ; and population is restrained chiefly by poverty, disease 
and famine. The misery of the cottiers cannot be removed 
without first removing the causes of their recklessness. This 
recklessness is to some extent — it is a matter of controversy to 
what extent — due to the bad legislation of our forefathers. 
There is good reason to believe that it is being diminished 
under the wise legislation of recent years. 

The discussion of the question as to which is the best system 
of land tenure has been complicated by some uncertainty as to 
the meaning of the term " the best system." By the best system 
some mean that which gives the greatest gross produce, others 
mean that which gives the greatest net or surplus produce after 
deducting the necessaries of life for the labourers, while others 
again mean that which contributes most to man's general well- 
being. We have seen reason for thinking that the greatest net 
produce is on the average obtained under the system of large 
farms ; and that the largest gross produce is obtained in some 
of those districts in which there is an intelligent and energetic 
race of peasant proprietors ; for their untiring zeal keeps on 
applying more labour to the land long after the return from it 
has diminished so far that a capitalist farmer would have ceased 
from further cultivation. 

Economists are not agreed as to what system best promotes 
general well-being. If a vote could be taken from all Econo- 
mists throughout the world, it would probably be given in favour 
of the system under which the land is owned by its cultivator, 
whether in large farms as in new countries, or in small plots as 
in old, and this view is adopted now by many Englishmen. 
But nearly all English Economists of the past generation had a 
strong preference for the system of large farms. This is partly 
due to the same causes that have promoted the employment of 
large capitals in English manufactures^, partly to the fact that 

^ See Book I. ch. vii. | 4. 
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Englamif 3 postusa m die Great Frrncft 
to die vast lu/ prodnce of her 

{3, EncKzgii has been said now to siiev diat wben land is 
let oa the Rngti^h sysrnn its rent is the sargins l e tuia wiuchit 
gives to the burners capital afixr drdnrrfng what is necessary 
to replace his capital widi proots. It is easr to see that diis 
rest will be increased br anything that enaNrs the €unier to 
raise a greater prodoce widi a grren ondar, <>^ ^ anything that 
gives hun a better market for his pr o du ce. Bst it is more 
diflttcnit to analyse the Tahocs parts of his ootlaT; to measure 
the total valne of his produce; and finally, br sabtractxng from 
this value enoog^ to return him his ontlav with pKo6ts, to 
determine the amoont of his rent. We sfaoH be in a better 
position for doing this when we have naminrd the first prin- 
ciples of the theory of vahiCL 

^ For j'l^^-nr^ RIcirdo says, "Adim Smidi caxstantlj xtxagoifies the 
advantages which a. oocntiy dexiTek fiom a large grossy latber than a 
hirge net income.... Provided the net real inmmr of a nanicxi, its rent and 
profits be the same, it is of no importance whether it ajniai s t: ^ of ten or 
of twdre mfTlinos of inhabitants. Its power of sapportEz^ fleets and 
armxeSy and all species of improductiTe laboor, must be in p io p o i ika to 
its net, and not in pcoportiaa to its gross income." 
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NORMAL VALUE. 



CHAPTER L 



DEFINITIONS. LAW OF DEMAND. 

§ I. In the present Book we are to inquire into the influ- 
ence that competition exerts upon wages profits and prices. 
Of course competition is only one out of many causes by 
which they are determined. In backward countries competition 
exerts but little influence men do not forecast the future, 
and deliberately shape their course by a calculation of distant 
advantages. They rather drift along under the influence of 
custom, doing the same work in the same way, and for the 
same remuneration as their fathers did it. But in advanced 
countries, particularly in Western Europe, Northern America 
and Australia, competition is far the most important of all 
the influences that affect wages profits and prices. And it 
will therefore be our best plan to begin our examination of 
wages profits and prices by inquiring how they would be de- 
termined if free competition were the only influence acting 
upon them. In Book III., when we are discussing Market 
values, our attention will be directed chiefly to other in; 
fluences. But in this Second Book we have to shut our eyes 
to those other influences as far as we can, and think only of 
the effects which would be produced in the long run by free 
competition, if every one were quick to s^tk qmX ^sA SsS^<5w 
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his own economic interests. We have in this Book to exatninft 

i^ormal Values. For : — -: 

That condition of a thing which would be brought about 

by the undisturbed action of free competition is called 

hs Normal Condition. 

§ 2. pThat which is according to the laws or precepts made 
by authority is legal: That which is according to the Laws trf 
nature in their ordinary operation is normal. Of course every- ■ 
thing in nature happens, in one sense, according to the Laws' 
of nature. But very often we have in view some particular 1 
set of Laws ; and when it is tmderstood that special reference 1 
is made to these Laws, we may say that that condition of a 
thing which is brought about by their undisturbed action, is , 
its normal condition. Every tree grows according to the Laws 
of nature, but if a tree is planted in such a position that it ' 
cannot grow " naturally," that is according to the laws of it» , 
own nature, its shape is said to be abnormal. So it is in one 
sense according to the Laws of nature that the branches of a 
tree are swayed by the wind. Yet we say that they are in thdr , 
normal position only when the wind is still. This is the position 
which they adopt, and in which they test when not disturbed.- 
When we spieak of Norma! values, or Normal prices, or Normal ' 
wages, or Normal profits, the particular set of Laws which we 
have in view are those Laws of human nature and human conduct 
which are brought into play when competition is perfectlj' free. 
It is true that when man is influenced by custom or prejudice, 
or when he is prevented by ignorance or apathy from competing 
freely, his action is according to the Laws of his nature, and is 
in one sense natural. But it is not according to those Law» ■ 
of his nature which we have specially in view when discussing J 
the economic condition of highly civilised countries. We there- I 
fore do not cal! his action Normal in the special or technical 1 
sense in which the word is used here. •■ 

If the wind blew equally from all quarters the mean atJk 
average position of a branch would be the same as its normal I 
position. But if the wind blew more towards the east than I 
towards the west, the mean position of the branch would be 10 J 
the east of its normal position. And in the same way with regard 
to value ; if competition were perfectly free, the average value 
of a thing would be the same as its Normal value. But since in 
fact competition is not perfectly free, the average value of a 
thing may differ from its Normal value ; although the two seldom 
differ much. 

Adam Smith and the older Economists spoke of the 
" Natural" rates of wages profits and prices. They used the 
ward Natural to mean that which is according to man's r ' " 
tvhen competition is free. But it has been found best t 
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'* Normal'* for this purpose, because the word "Natural'* has 
been used loosely ; men often call an arrangement " Natural " 
merely because they approve it, and without taking the trouble 
to examine whether the Laws of Nature actually tend to bring 
it about] 

§ 3. Before entering upon the theor>' of Normal value it 
will be well to define some words which will be used in it. 

The growth of the spirit of competition causes men to look 
about them to see where they can buy cheapest, and where they 
can sell dearest. A man may not trouble himself much about 
small retail purchases : he may give half a crown for a packet 
of paper in one shop which he could have got for two shillings 
in another. But it is otherwise with wholesale prices. A 
manufacturer cannot sell a ream of paper for six shillings while 
his neighbour is selling it at five. For those whose business it 
is to deal in paper know almost exactly the lowest price at 
which it can be bought, and will not pay more than this. The 
manufacturer has to sell at about the market price, that is at 
about the price at which other manufacturers are selling at the 
same time. When the competition among dealers is perfect, there 
can be but one price in the same market : so that we may say 
A Market for a ware is a place where there is such com- 
petition among buyers, and also among sellers, that 
the ware cannot have two different prices at the same 
time. 

" Originally," says Mr Jevons, " a market was a public place 
in a town, where provisions and other objects were exposed for 
sale ; but the word has been generalized, so as to mean any 
body of pei'sons who are in intimate business relations and 
carry on extensive transactions in any commodity. A great 
city may contain as many markets as there are important 
branches of trade, and these markets may or may not be 
localized. The central point of a market is the public ex- 
change, mart or auction rooms, where the traders agree to 
meet and transact business. In London, the Stock Market, 
the Com Market, the Coal Market, the Sugar Market, and 
many others are distinctly localized ; in Manchester the Cotton 
Market, the Cotton Waste Market, and others. But this dis- 
tinction of locality is not necessary. The traders may be 
spread over a whole town, or region of country, and yet make 
a market, if they are, by means of fairs, meetings, published 
price lists, the post office or otherwise, in close communication 
with each other." That is, they will all pay the same price for 
the same thing in the same place. When it is said that the 
price is the same for all the dealers in a market that extends 
over a large district, each buyer is supposed to i^a.^ e^lx-a^ NJas. 
expense of its being delivered to him. 
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§ 4. There are two ways in which a person may regard 
anything that he has. He may consider its use to himself, or 
he may consider what he can obtain in exchange for it. From 
the one point of view he looks at what Adam Smith calls its 
value in use, from the other at its value in exchange. 

The value in use or utility of a thing to a person is the 
amount of pleasure or satisfaction which he derives 
from possessing it 
The Ysuae in exchange or exchange value of a thing is 
the power of purchasing other goods which its posses- 
sion conveys. 

''Value'' standing alone always means value in exchange, 
and never value in use. 

Value implies a relation between commodities. For instance, 
the value of a pound of beef may be its power of purchasing 
three pounds of sug^ or five grains of gold. If sugar were to 
become scarce or gold were to become more plentiful, the value 
of a pound of beef might become the power of purchasing two 
pounds of sugar or six grains of gold. Such a change would not 
justify us in saying that the value of beef had fallen or risen, 
but only that it had fallen relatively to sugar, and risen rela- 
tively to gold. But if we found that a pound of beef would 
exchange for a greater quantity of almost every other com- 
modity than before, we might then say that its value had risen. 
Its value would have risen relatively to commodities in general ; 
it would have obtained a greater purchasing power over com- 
modities in general. 

In every civilised country some commodity is chosen as a 
medium of exchange and a measure of the value, or general pur- 
chasing power, of other things. This commodity is generally 
one of the precious metals, gold and silver ; coins of fixed weight 
are made of these metals and stamped by Government, and 
are the money of the country. The number of them for which 
a pound of beef can be exchanged represents its value and is 
called its price. If beef becomes scarce, and rises in price, 
while the prices of all other things remain unchanged, there 
is a rise in the general purchasing power or value of beef. 

Of course the value of money itself may have fallen ; that 
is, each coin may purchase less of all other commodities than 
before. In that case, though the price of beef has risen, its 
value or general purchasing power may have remained sta- 
tionary ; the greater price for which it is sold may only give 
the power of purchasing the same amount of other commodities 
as before. 

In a later chapter^ something will be said of the changes 
that may occur in the purchasing power of money. But while 

^ Book 111. cha^. l. 
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examining the theory of Normal value we shall, for convenience, 
assume that the purchasing power of money remains un- 
changed. So that a rise or fall in the price of a thing will 
always mean a rise or fall in its general purchasing power or 
exchange value. 

§ 5. If things were exchanged for one another without the 
use of money there would be no distinction between buyers and 
sellers; but this distinction makes its appearance as soon as 
money comes into use to represent general purchasing power. 
A buyer is one who wishes to obtain a particular com- 
modity and offers in exchange for it a certain amount 
of money, that is, of command over commodities in 
general. 
A seller is one who is willing to part with a particular 
commodity that he has in his possession, and demands 
in exchange for it a certain amount of money, that is, 
of command over commodities in general. 
The price of any commodity in a market is determined by 
the eagerness of buyers on the one hand, and the eagerness of 
sellers on the other. The remainder of the chapter will be occu- 
pied in explaining the Law of the eagerness of buyers, or the Law 
of Demand, 

§ 6. It is a matter of common experience that the larger 
the stock which sellers determine to sell, the lower will be the 
price at which it can be got rid of. Vice versdy the lower the 
price at which anything is offered for sale, the greater is the 
amount of it which can be sold off. Examples occur to us 
every day. In a good apple year, the price of apples is low ; 
in a bad year it is high. At the end of the season a fashion- 
able shop sells off at a great reduction, and so gets many 
customers. 

These facts shew how the Utility of anything to a man, its 
power of satisfying his wants, depends partly upon the quantity 
of things of the same kind that he has already. The more he has 
of it the less will be the utility of more of it to him. Suppose 
he wants to buy some flannel. If he could not get it for 
less than five shillings a yard he might be willing to buy a 
single yard at this price : that is, the Value in Use or utility of 
a yard to him may be greater than the satisfaction that he 
could obtain by spending the five shillings in any other way. 
But we may suppose that he is able to get flannel at one shilling 
a yard, and that at this price he buys twenty yards. This shews 
that the utility to him of the twentieth yard is not less than the 
satisfaction he could get by spending the shilling in other ways ; 
but that the utility of a twenty-first yard would be less than 
this satisfaction. In other words a shilling just mea^urt% \??NSi. 
utility of the twentieth yard, the final ^atd vj\i\Otv\i&\i>x^^* '^^ 
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e Mr Jevons' happy phrase, the Final Utility of a yard of 1 
flannel to him is measured by one shilling. I 

In speaking of the utility of a commodity we must alwayj'J 
have in our minds some particular amount of that commodity I 
and the particular person to whom it is useful. 

The utility of a commodity to any one depends o . ._ 
amount of it he has at the time, and the opportunity he has or 
expects LO have of getting it, or other things that will serve as 
substitutes for it. But further, the price which he is willing to 
pay for a thing depends not only on its utibty to him but also 
on Ids means; that is, the amount of money or general pur- 
chasing power at his disposal. A greater utility will be required 
to induce him to buy it if he is poor than if he is rich. A shilling , 
is the measure of less pleasure to a rich man, than to a poor one^ , 
A rich man in doubt whether to spend a shilling on a single cigar, 
is weighing against one another smaller pleasures than a poor 
man, who is doubting whether to spend a shilling on a supply of 
tobacco that will last him for a month. The clerk with £\QO a 
year will walk into business in a much heavier rain than the clerk 
with ^300 a year; for a sixpenny omnibus fare measures a 
greater utility to the poorer man than to the richer. If the. 
poorer man spends (he money, he will suffer more from the 
want of it afterwards than the richer would. The utility, or 
satisfaction, or value in use that is measured in the poorer 
man's mind by sixpence is greater than that measured by it in 
the richer man's mind. If the richer man rides a hundred 
times in the year and the poorer man twenty times, then the 
utiUty of the hundredth ride which the richer man is only jusb' 
induced to take is measured to him by sixpence ; and thOb 
utility of the twentieth ride which the poorer man is only just- 
induced to take is measured to him by sixpence. For each ofc 
them the Final Utility is measured by sixpence ( but this Final 
Utility is greater in the case of the poorer man than in that oC' 
the richer. 

5 7. The lower the price that a man has to pay for a 
thing, the more of it is he likely to buy. A fall in price will 
not indeed make every purchaser increase his purchases. It" 
might in the case of sugar \ it would not in the case of carpets^. 
But a fall in the price of carpets would induce some oC 
the householders in a large market to buy new carpets [■ 
just as an unhealthy autumn increases the mortality of a large 
town, though many persons are uninjured by iL For in a largai 
market there must be some who are doubting whether to rew 
place an old carpet by a new one ; and their decision will b« 
affected by a fall in the price of carpets. There will not be 
any exact relation between the fall in price and the ir 
demand. A fall of one-tenth in the prke may ir 
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by a twentieth or by a quarter, or it may double them. But in 
a large market every fall in price will cause an increase of 
demand. The Law of Demancl then is :— 

The amount of a commodity which finds purchasers in 
a market in a given time depends on the price at 
which it is offered for sale ; and varies so that 
the amount demanded is increased by a fall in price 
and diminished by a rise in price. Its price measures 
its Final Utility to each purchaser, that is, the 
value in use to him of that portion of it which it is 
only just worth his while to buy. 



CHAPTER II. 



LAW OF StlPPLY. 

§ I. It was said in the last chapter that the exchange 
value or the price of a commodity is determined by the eager- 
ness of buyers on the one band, and the eagerness of seOera 
on the other. The Law of Demand is a general statement o( 
the action of buyers. TAe La-a/ of Supply, to which we now turii. 



of sellers fall into l.._ . 
nodities which are scdd.J 
e monopoliied. Defer* 
may at present confine* 
of which is free to all,, 



vith the action of sellers. 

The Laws concerning Ihe acti 
distinct classes, according as the 
can be produced freely by anyone, o 
ring the consideration of the latter, 
our attention to things the product 
those which anyone may produce. 

We have to inquire how a man calculates the price which 
will remunerate him for producing a commodity. The inquiry \» 
difRcult ; and therefore it will be best to consider first the simple^, 
case of a producer who makes things with his own hands. 

Let us suppose then that a carpenter is doubting whethe* 
it is worth his while to make boxes for sale. In calculating 
the price which will remunerate him, be must allow for wear 
and tear of tools, for the price of material, for interest on the 
capital he has invested in toots and ma.terials, and for rent of 
his workshop. Next he must allow for his own wages. Of 
course he docs not pay himself wages. But he calculates the 
wages he could earn by other work that is as much to his taste 
and not more fatiguing. It will not be worth his while to pro- 
duce Che box unless its price will repay him the Grst men- 
tioned expenses, and afford him such remuneration for his 
labour as shall not be less than these wages. This fact may be 
expressed by saying that it will not be worth his while to 
produce it, if its price is less than its Expanses of Producliou. 
Wfi^ast carefnlty examine the meaning of this ' 
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5 2. The production of a commodity requires the use 
of tools, machinery, workshops, etc. j it also consumes raw 
material and labour. Thus it requires capital and labour ; and 
capital, as we have seen, is the result of labour and abstinence. 
Now there are two ways of estimating these various elements. 

Firstly, we may regard them as so much lahour and abs- 
tinence. The carpenter's work in making the bos involved 
muscular exertion and fatigue ; and abstinence from im- 
mediate consumption was necessary in order to provide the 
tools with which he worked. Next with regard to the wood of 
which the box was made. It may have been ftrown on land 
that paid rent ; but in order to avoid considering rent at present, 
we may suppose that it was got from some of the wild forests of 
South America. In this case there was clearly no rent paid for 
it; but we must reckon the labour of those who cut the tree 
down, and of those who brought it to the carpenter. And so on. 

Then again there is another set of efforts and abstinences 
of which account must be taken. The efhciency of the carpenter's 
work in making the box depends not only on the exertion which 
he undei^oes at the time of making it, but also upon his skill in 
carpentering. And to acquire this skill, he and his teachers had 
to exert themselves; and his parents had to use self-denial to pay 
the expenses of his education. la fact his skill is Personal 
Capital, which owes its existence to labour and abstinence. Thus 
then the production of the box is the result of a great number of 
efforts and abstinences undergone by different people at different 

It wiE be convenient to have a collective name for all these 
efforts and abstinences reckoned together. This is found in the 
term "Cost of Production." 

The Coat of Frodnction of a thing then consists of 
the elTorts and abstinences required for producing it. 

The carpenter, however, in deciding whether to make the 
box or not, would not care to examine aU these efforts 
and sacrifices ; he would decide in a much easier way. He 
would calculate what it is proposed to call its Expenses of 
production. He would, as we have seen, want to know what 
prices the various efforts and sacrifices in question would com- 
mand in the open market; he would want to know what price he 
would have to payforhismaterial, what wages he could obtain for 
his own labour, what was the rate of interest at which he could 
barrow such capital as he wanted, and so on. These various sums 
of money when taken together may be called the Ezpejists of 
Production of the box. It has already been seen that the work 
of man in production consists really in moving things and re- 
arranging them ; so that the work of taking a box to market is 
as much productive as that of making it. TWe E.ii.'^tKii'i'a lA ■^^'i- 
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duclion of 3 boK when offered for sale in any market includol 
therefore the expense of carrying it to tliat majbeC We n ' ' 
tlieii say: — 

The lixpenses of Frodnctdon of a thing in a market are 
the sum of the prices of the efforts and sacrifices which 
are required for its production there; or, in other words, 
the sum of the expenses which would have to be incurred 
by a person who should purchase them at their market 

S 3, The carpenter would decide to make boxes if the price 
which he could obtain for them exceeded their Expenses of pro- 
duction 1 and other carpenters in similar circumstances would do 
the same. Thus the supply of boxes would be increased ; and 
the increased competition of sellers would lower the price of 
'bones towards their Expenses of production. If many carpen- 
ters thought that the demand for boxes would continue to be 
large relatively to the supply, and that therefore the price of a 
box would long remain greater than its Expenses of production ; 
then they would not only keep to the box-making trade them- 
selves, but also bring up their sons to the work. By so doing 
they would increase the supply of boxes, and then perhaps tbe . 
increase might be so great as to force down the price below tl' 
Expenses of production. 

If the price falls below the Expenses of productio 
ters will seek every convenient opportunity of turning to s 
other occupation. Those who were specially skilful in 
making would indeed lose the benefits of this skill if they st 
another employment. But some wouldgradually lea" '" " 
and carpenters would not bring up their sons to 
supply of boxes would be lessened; the competition of s 
would diminish and that of buyers would increase until t 
price was again brought up to the Expenses of production, 

5 4. The carpenter then working with his own tools, s 
material, etc, calculates the Expenses of production of a. U 
including his own remuneration among them, that is, Inclun 
what he could earn in other ways by labour that was eqt^, 
difficult and equally attractive to him. If now we look at^ 
employer who has men to make boxes, we find that he » 
calculate the Expenses of producing a box very nearly a 
carpenter would. He would have to arrange for makii^ 
payments not only for his raw material, etc., but also for ihs 
wages of those whom he employed. And he would have to alio* 
for the remuneration of his own labour in managmg the businesJ 
— his avn Earnings 0/ Managemenf^fasiie may say — just as At 
carpeMez had to allow for the remuneration of his own work. 
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At a later stage we shall see that there is a market for business 
ability very much as there is a market for carpenters' work ; that 
an employer gets to know the value of his own time, the Earnings 
of Management which he may fairly expect to get, almost as exact- 
ly as a carpenter knows what wages he may expect. He generally 
reckons these Earnings together with the interest on his capital ; 
he calls the two together '^ profits ;" and expects to make a certain 
rate of profits in his business. He expects to have returned to 
him with profits all his Circulating capital, such as raw material, 
which is consumed in a single use, and the wages which he pays 
away. And he expects to receive profits, togeti^er with an allow- 
ance for Depreciation^ on his Fixed capital ^ Depreciation in- 
cludes the wear and tear of his buildings, machinery, etc., and 
their tendency to become obsolete through the progress of in- 
vention, and die changes of trade. 

The interest which he expects to receive, depends not only on 
the amount of capital invested, and the annual rate of interest ; 
but also oh the time which elapses between his making each out- 
lay on the production of goods and his receiving the price of 
these goods. Let the rate of interest be five per cent, a year. 
If then he spends ;£ioo in the production of a thing one year 
before it is ready for sale, there will be a corresponding sum of 
£^ to be reckoned under the head of interest in its Expenses of 
production. But if he has to spend the ;£ioo two years before 
the thing is ready for sale, the corresponding sum to be reckoned 
under interest would be ;^io ; or, at compound interest, some- 
thing over ;£[io. 

In deciding for instance whether to make some boxes, the 
manufacturer calculates the price that he will get for them, and 
he calculates their Expenses of production. He makes a definite 
allowance for the remuneration of his own labour just as the 
carpenter does for his. He reckons in these expenses not only 
the outlay of money that he will make, but interest on this out- 
lay together with his own Earnings of Management, or more 
strictly, profits. If he sees his way to getting a price that will 
cover these Expenses of production, and therefore give him 
adequate profits, he is content and continues his production. 
If he sees his way to getting a still higher price, one which will 
afford him exceptionally high profits, he strains every nerve and 
borrows more capital in order to extend his business and increase 
his supply. But if he expects that the price will be less than 
these Expenses of production and therefore not afford him 
adequate profits he checks his supply, and perhaps begins to 
think about directing his capital and his energies to some other 
branch of production. 

^ See Book I. cK 111. | ^• 
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§ J. Thus we see that the interest of eveiy producer of a 
commodity is always to calculate the amount of it that is being 
produced for market. If this amount seems likely to be small 
so that its price will rise above its Expenses of production, he 
will produce as much as he can, so as to derive as much benefit 
as possible from the high price which he anticipates. If, on the 
other hand, the amount brought to market seems likely to be so 
great that its price will fall below its Expenses of production, 
then he will check his own production so tar as he conveniently 
can. So that if the price of a commodity is likely to be higher 
than its Expenses of production, it is the interest of each 
producer to do what he can to increase the supply; and the 
effect of this is to lower the price towards its Expenses of 
production. And if its price is likely to be lower than its 
Expenses of production, it is the interest of each producer to do 
what he can to check the supply ; and the effect of this is to 
raise the price towards the Expenses of production. That is 
to say : — 

Every producer of a commodity calculates the price at 
which he will be able to sell it, and the Expenses of 
producing it. He thus determines whether to increase 
or diminish his production. If there is free competi- 
tion, that is, if he is not acting in combination with 
other producers, he increases or diminishes his supply 
according as the price of the commodity seems likely 
to be greater or less than its Expenses of production. 
Thus he is led by his own interests to act in^ the 
same way as he would if his only object were to 
regulate the amount produced so that it could just be 
sold off at a price equal to its Expenses of production. 
This Law of Supply may be called the Law of Nonmd 
Supply, because it refers to the results that are in the long run 
brought about by free competition. Of course all the Expenses 
of production of a thing are themselves liable to vanation. 
Wages may rise and fall, the rate of interest may rise and fall ; 
and so on. But we shall presently find that with some excep- 
tions these Expenses are themselves governed in the long run 
by Economic Laws ; and we shall presently get to understand 
what is meant by the Normal wages, the Normal rate of interest 
and so on. The Expenses of production with which we are 
here concerned are these Normal Expenses. 

§ 6. In the above illustration it was assumed that if the 
trade of box-making became exceptionally profitable, a great 
many people would begin to make boxes, or would make more 
boxes than before : that is, it was supposed that the box-making 
trade is open to free competition. 

We might have Supposed that the bodies vi^i^ ol ^^cxX\^ 
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kind and patented, so that only one person had the right of 
making them: or that all the box-makers combined together, 
and not only kept new comers out of the trade, but also agreed 
among themselves as to how many boxes they would make. In 
these cases the supply would not be governed by the Law 
of Normal Supply. The supply might be small, and the price 
very much above the Expenses of production, and yet producers 
might not increase, but rather diminish the supply so as to raise 
the price still further. This could not happen if competition were 
free, because then any one who checked his production when 
prices were exceptionally high, would lose by so doing. For 
others would go on producing fast, and before long the price would 
fall, and his opportunity of making boxes and selling them at 
a high price would have passed away. Every one must make 
hay while the sun shines, because he cannot make it shine when 
he wants to. Under free competition a single producer cannot 
control prices; and therefore each one tries to get as much 
profit as he can out of the time of high prices ; he makes and 
sends to market as many goods as he can whenever their price 
is above their Expenses of production. 

§ 7. The Law which regulates Normal value follows at once 
from the Law of Normal Supply. Whenever the price is above 
the Expenses of production, there are forces at work tending to 
bring it down; whenever the price is below the Expenses of 
production, there are forces at work tending to raise it. Just as 
when a weight is suspended by a string, if the weight is dis- 
turbed towards the left from its position of equilibrium, or rest, 
the force of gravity at once tends to make it swing back. Soon 
it does swing back to its position of rest ; but it does not stop 
there ; it moves on to the right, and then the force of gravity 
makes it swing back to the left, and so on. If frequently 
disturbed, it will hardly ever remain in its position of equi- 
librium, but will always oscillate about it. 

The Normal price, or as Adam Smith says, "the natural 
price is as it were the central price to which the price of 
every commodity is continually gravitating. Different accidents 
may sometimes keep them suspended a good deal above it, and 
sometimes force them down even somewhat below it. But 
whatever may be the obstacles which hinder them from settling 
in this centre of repose and continuance, they are constantly 
tending towards it.'' And the Law of Normal Value is : — 

The Normal value of a thing in any market, or, that value 
which would on the average, be brought about by 
the undisturbed action of free competition among its 
producers, is equal to its Expenses of production there. 
Whenever the value is below this level, forces are 
brought into play which tend ^p Ta.\s^\X.\\<\iK^^N^T*>^Ss» 
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above this level, forces are brought into play which tend 
to lower it. The value of a commodity i5 in equilibrium 
and has no tendeocy either to rise or to fall when the 
smount produced can just be sold at a price equal ti 
Expenses of production. 

Rut this law is not complete because it takes no accoun 
the fact that the Expenses of production are not fixed, but de- 
pend upon the amount produced. To this point we shall return'.' 

It follows from this Law that things whose Expenses of pro- 
ductioD in any market are equal, tend to have the same exchange 
value ; and to exchange for one another in that markeL For 
the sake of brevity it is usnal to omit all mention of the place 
in which the exchange is supposed to be made: but whenr 
we speak of the relative exchange values of two commodities 
must have m our minds some one particular place in which ' 
we suppose them to be exchanged. If the value of salt is com- 
pared with that of tin, it makes a great difference whether the 
market to which reference is made is near the Cheshire salt 
mines or the Cornish tin mines, 

§ 8. So far nothing has been said of the way in which 
Insurance against risk enters into Expenses of production. 
Insurance against the destruction and the depreciation of 
capital may perhaps best be included under the head of wear 
and tear of buildings, machinery, etc Prudent manufacturers 
generally insure their premises against fire by paying to aa 
Insurance Company a premium which they count as one of the,' 
necessary Expenses of their business : ajid they make a yearly ■ 
allowance for the depreciation of their machinery through the 
constant tendency of invention to render obsolete that which is 
old. A prudent shipowner, if he does not pay a premium to 
underwriters to insure his ship on each voyage, puts by a fixed 
sum annually to form an insuiance fund of his own. 

Secondly, there is the risk of having to sell the pro^ 
duce at a loss. For instance, iron and other things have often' 
to be sold for less than their Expenses of production when 
trade is suddenly depressed ; and a change of fashion may, 
have the same effect on articles of dress. But the Law of 
Normal Value makes allowance for this risk once, and if In- 
surance against it is made under a separate head, it is really 
counted twice over ; for the chance that the price of the com- 
modity may fall below the Expenses of production is of the 
same kind as the chance that the price may rise very high. 
When the average price at which it is sold is computed, the low 
prices arc reckoned in together with the high prices. The 
trade is therefore a remunerative one if this average priize 



' See Book 11, chap. "V. % j. 
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covers the Expenses of production, without any separate allow- 
ance being made for the insurance against the risk of a fall in 
price. 

§ 9. It is important to remember that there is no necessary 
connection between the selling price of any individual thing 
and its Expenses of production ; the connection is between the 
Expenses of carrying on a certain process of production and the 
total sum that is received by selling the products. There is 
no connection between the Expenses of a fishing boat on any 
excursion and the price which is got for its haul The haul may 
be bad, and the price got for it much below its Expenses of 
production, or the haul may be good and the price much above 
these Expenses. What the Law of Normal Value states is that 
the total price got for the fish must in the long run, taking good 
and bad hauls together, cover the Expenses of the boat. 

The price of every individual thing is, as we saw in the last 
chapter, limited by its value in use to the purchaser. If a boat 
brings back only a few fish, only a small price can be got for the 
catch. So again, the value in use of a bell with a flaw in it is very 
little ; it can be used only as old metal and therefore its price 
is only that of the old metal in it. When it was being cast the 
same trouble and expense were incurred for it as for other bells 
which turned out sound. Its Expenses of production were the 
€ame as those of sound bells : but they have great value in use 
and are therefore sold at a high price. The price of each 
particular bell is limited by its value in use : what the Law of 
Normal Value states is that the price of cracked bells and 
sound bells together must in the long run cover the expenses 
of making bells. 

§ 10. [The main outline of the Law of Normal Value 
was worked out by Adam Smith and Ricardo. They were 
careful to guard against implying that the price of each 
individual thing is equal to its Expenses of production ; but 
still this mistake has been made. This mistake has indeed 
led some people to "approve a proposal made by Mr Carey, to 
say that the Value of a thing is equal to its Expenses (or, as 
he says. Cost) of reproduction* 

It is quite true, as Mr Carey says, that when a new invention 
has very much diminished the difficulty of making, say, a steel 
rail, no one will pay for an old steel rail a price equal to the 
expenses which were incurred in making it by the old method. 
He seems to think that they will always pay for it a price equal to 
the Expenses of its reproduction, that is of producing a similar 
rail by the new method. But this is not the case. If trade has 
become suddenly bad, and iron-masters have many steel rails 
on hand, no one will pay for a steel rail a price equal to its 
Expenses of reproduction ; because ravVs ax^>o€vwg,^<^^V3t\^vb. 



Z6 BOOK 11. CHAP. II, § la 

Again, no one will pay for a bell with a flaw in it, or for a dress 
that has gone out of fashion, the Expenses of its reproduction^ 
When fashion is displacing broad ribbons by narrow, broad 
ribbons sell for less, and narrow ribbons sell for more than their 
Expenses of reproduction. Gunpowder in time of war and 
quinine in time of fever often fetch more than their Expenses 
of reproduction. 

It the phrase "Expenses of reproduction" were substituted 
for the phrase "Expenses of production" in our Law of Normal 
Value, the meaning of the Law would not be altered by the 
change. For the Expenses of reproduction of a thing are in 
the long run the same as its Expenses of production. The 
statements that value must be equal to Expenses of production, 
and that it must be equal to Expenses of reproduction, are equally 
false when they refer to the market value of any individual 
thing, and equally true when they refer to the Normal Value 
about which the market value oscillates. The advantages of 
the two phrases are so far about equally balanced: but the 
phrase Expenses of production has this very great advantage 
over its rival, that it calls attention to the way in which the 
difficulty of producing a thing determines supply in the first 
Instance, and value in the second. Producers debating whether 
to increase their supply of a commodity do not inquire whether 
the price they get for it will cover its Expenses of reproduction, 
but whether the price will cover its Expenses of production.] 
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RENT. 

§ I. It remains to inquire how the Expenses of production 
of a commodity may be affected by the payment of rent for the 
land on which it is produced ; but before doing this it will be 
well to take up our account of the rent of land where we left it 
at the end of the first book. Rent was then defined as that pay- 
ment for the use of land which the owner can obtain by free 
competition for lending out the use of it to others. We have 
now to inquire how the amount of this rent is determined in any 
particular case. 

Suppose a farmer to have j^Soo which he is thinking of 
applying in extra cultivation of his farm ; and to have calculated 
that it will only just answer his purpose to do so. He has 
calculated, that is, that if he applies this extra ;^5oo he will^ 
after paying for labour, seed, taxes, &c., get an extra net produce 
of the value of about say £^o ; i. e. at the rate of 8 per cent, on 
the extra outlay. This is, we suppose, just sufficient to remu- 
nerate him : so that if he expected to get less, the chance of 
the improvement turning out unsuccessful and the prospect of 
additional trouble in working it, would induce him to invest the 
money in railway stocks or some other securities. 

He hears at this time that a small adjacent farm of 50 acres 
is to be let, and he is asked what rent he would be willing to pay 
for it. His ;£5oo would just be enough for working this farm, 
and he could work it wim the same trouble that it would give 
him to apply the extra £soo to the farm he already has. He 
calculates that taking one year with another he may expect to 
get from it ;£ioo worth of net produce after paying for labour, 
seed, taxes, &c 

So he will pay just ;^6o rent for the use of this land. If he 
can get the land for this he will take it : but he will not give 
any more for it ; and it will not be likely to be worth any one 
else's while to offer more. So the landlord cannot get more than 
this for it. If he puts up the farm to competition at^d^^sci^ ^^ 

M. ^ 
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one farmer gainst another, he may just get j£6o ; and L 
then the competition rent, or as it is sometimes called the^ 
Economic rent of the farm. Many distiirbing circumstances 
such as custom, the absence of an active spirit of competition on 
the part of the farmers, generosity or sluggishness on the part of 
the landlord, may cause the actual rent to be less than this. But 
£fia is the rent that u-ill be obtained, if there is a perfectly good 
marliet for the hire of land : that is, if on the one hand the land- , 
lord exerts himself to get the best rent he 
on the other hand there are competent n 
hood who are ready to rent farms, 

§ 3. This illustration shews us that 

(i) The Economic rent of a piece of land is found by 
subtracting from the value of its annual produce an 
amount sufEcient to return the farmei's outlay widi, 

Of course allowance must he made for the risk of bad har- 
vests : this is done by assuming that the harvest is an averse 
one. It must also be supposed that the farmer has neither more 
nor less skill and enterprise than most others in his neighbour- 
hood, or as we may say, that be is an average farmer'. The 
rent then is the surplus return which the land gives in an average 
harvest, after repaying the average farmer's outlay with profits, 
provided he has applied so much capital to it as to make this 
surplus return as large as he can. If he has applied less thaa J 
this amount of capital some one else who intends 10 apply more 1 
than he has done, and thus obtain a larger surplus return, may ■ 
offer to pay a higher rent. 

Furtner the above illustration shews that : 

(ii) The amount of produce which a farmer must retain 
in order to be remunerated for his outlay, can be dis- 
covered by observing what amount of additional return 
is just sufficient to induce him, or another farmer in the 
same neighbourhood, to apply extra capital to his land'. 

' A farmer of more than ordinary ability ought in justice to retain for 
liimself that portion of the net produce of the land which is due to his 
exceptional qualities. Such a farmer is almost certain to improve his 
land, and invest capital in it m various ways. His landlord has the 
power of raising his rent above that which the land could have paid, if 
it had remain^ iu the hatuls of an ordinary farmer, by the threat of 
ejecling him without compensation for his improvements. But this is 
very seldom done in England. 

• The first part of ihe theory was known to Economists before Adam 
.Smith's time. It iscommonly, though perhaps erroneously, supposed that 
he had no knowledge of this second part. Ricardo did more towatijs 
iforking out the second part than any one else: but he did — ' 
Olid the form in which he staled it ia open to some exceplio 



J 



RENT. 



83 



That is, it can be discovered by observing the Return to his 
last Dose of capital The return to this dose remunerates him, 
but only just remunerates him ; therefore if he retains for him- 
self as many times this return as he applied doses, he will just 
be remunerated for applying them. Therefore to find his rent, 
this return must be multiplied by the number of doses he applies, 
and then subtracted from his total produce. The Law of Bent 
then is : — 

If a farmer applies as much capital to his land as he 
profitably can, his rent is what remains after deducting 
from his total produce the return to his last dose 
multiplied by the number of doses he applies ^ 

^ In Book I. Chap. iv. § 3 it was shewn that if the doses of capital 
which a farmer applies to a given piece of land are measured along the 
line OXf the returns due to the several doses can be represented by the 
figure OPQM, It was also shewn that, on account of the Law of 
Diminishing Return, when a certain number of doses have been applied 
to the land, the returns to these doses must diminish; that is the 
line PQ must gradually approach Ox, 

This diagram may be used to represent the theory of rent. After 
the fanner has applied a considerable number of doses to the land, the 




returns will begin to diminish. A point will be reached at which the 
return due to the last dose only just repays the farmer for applying it. 
At this point he will stop. Let each dose be;^io, and let the last dose 
which it is worth his while to apply, be the fortieth. Suppose that this 
fortieth dose is represented on the figure by the point M', so that MQy 
the return due to it, is just sufficient to repay the farmer for applying a 
dose of ;^io. 

Since the return to this dose just remunerates the farmer, the returns to 
the other doses must more than remunerate him. For instance, .STV^ being 
the return to the dose at N, draw QTR parallel to Ox cutting SN in 
T and OP in JR, then NT is equal to QM, and therefore NT is that 
portion of the return due to the A^th dose which is required to remune- 
rate the farmer for appljring that dose ; TS is surplus produce which the 
landlord can claim as rent. So if we draw vertical lines from other points 
in Ox, the portions of them that He between Ox axxd. RQ.'w^Xifc^'^'sR- 
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§ 3. It may happen that there is in the neighbourhood w 
land for which no rent can be obtained. The return to 
capital applied to this land remunerates, but onl^ just lemunei^ 
rales, the farmer. So that in this case we may say that 

The amount of produce which a farmer must retaiit 
in order to be remunerated for his outlay, is equal 
the produce that could be raised by the same amou 
of capital from an adjacent piece of land that pays : 

The Law of Rent may therefore be stated thus ; — 

The rent of 3 piece of land is the excess of its produc 
over the produce of an adjacent piece of land whici 
is cultivated with an equal amount of capital, ^ 
which would not be cultivated at all if rent were 
manded for it. 

Land that is cultivated, but is so poor as not to be able t< 
pay any rent, is often spoken of as on the Margin 0/ culUvatioH^ 

C§ 4. Whenever the increased demand for food cause 
the value of agricultural produce, it causes a twofold ri . _ 

rent of land. As the value of food rises, the amount of it whitj 
is necessarj- to remunerate the fanner for his outlay diminishe 
and therefore the surplus portion of the produce, which li, 
landlord can claim as rent, increases in amount And 1 
each part of this surplus rises in value the value of the r 
is raised twice, once in proportion to the increase in 
amount of the produce which goes as rent, and once in f 
portion to the rise in value of each part of it. 

In a country in which tbere is any uncultivated land, ai 
increase in the demand for food causes an extension of tb^^ 
Margin of cultivation, at the same time that it causes a rise " 
the rent of land. In such cases it is sometimes said that tl. 
rise in rent is caused by the extension of the Margin of cnlt^ 
vation. But this is incorrect : the two changes are the effeo^ 
of the same cause : viz. the increase in the demand for food. 

On theotherhandwhena diminution of the demand for food 
or increased facilities for its importation cause a fall in its valw 
there is a twofold fall in rent. For the amount of agricultoi 
produce which is necessary to remunerate the farmer for ', 

portions of the returns to the corresponding doses of capital that an 
quired to remunerate the farmer. And those portions which lie belw 
A^ and ^^ will be surplus portions which the landlord can cl»(im san 
If now we snppose, as we did before, that these vertical lines 
thick Unes, so that altogether they fill op the space J'OJIfQ; 
POMQ reptcseuts the total produce of the land. In the satnt 
ROMQ represents the ferniei s shire of the produce ; and fRQ ..^ 
iat/i tAi surplus forlion of the produci tohich the farmer has to faf 
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outlay increases; and therefore the surplus portion which 
the landlord can claim as rent diminishes. And as each part 
of this surplus falls in value, the value of the rent is lowered 
twice, once in proportion to the diminution in the amount of the 
produce which goes as rent, and once in proportion to the fall in 
iralue of each part of it. 

But the effect of increased facilities for the importation of 
food in lowering rents can only be temporary. The ease with 
which it enables labourers to obtain an ample supply of food 
increases the growth of population and wealth ; so that before 
long the farmers will find the demand for milk, vegetables, hay, 
straw and other produce, which cannot easily be imported from 
distant countries, much greater than it would otherwise have 
been ; and the demand for other kinds of their produce not 
much less. After the repeal of the Corn- laws in 1848, it was 
expected that the free importation of corn would make rents fall ; 
but their repeal has caused an enormous increase in England's 
wealth, and rents are very much higher than they were then. 
At the present time however, the great development of wheat 
fields and railways in the north-west of America, and the newly 
discovered methods of importing fresh meat, are lowering the 
prices of com and meat ; and threatening to cause a fall of rents. 
It is difficult to estimate the effect of these permanent causes of 
depression because they are much overlaid by three temporary 
causes : — firstly a succession of bad harvests in England ; second- 
ly ** railway- wars " in America leading to extremely low rates of 
freight ; and thirdly a great falling off in the demand for meat, 
especially on the part of the working classes, occasioned by the 
present commercial depression. 

In a country which imports a great deal of food, an increase 
in its production at home will not much affect its price ; and 
therefore an improvement in the arts of production will make 
but little change in the amount of the produce which is required 
to return the farmer's outlay with profits ; nearly the whole of the 
increase will go to the landlord in the form of higher rents. 

In a country which produces its own food, the immediate 
effect of a sudden improvement in the arts of cultivation would 
be to lower the price of agricultural produce, to make it 
unprofitable to apply so much capital as before to good land, 
and to throw some land out of cultivation. It can be shewn 
that if the fall in price did not at once lead to an increased 
demand for food, the part of the produce which goes to the 
landlords — their " corn-rents " — would probably fall ^ ; and that 

1 Mill, after Ricardo, says they would certainly fall. He assumes 
that the cultivated part of a country consists of three qualities of Ian*" 
yieldmg at an equal expense 60, 80, and 100 bushe.\s\ ^tAVsr ^ 
shews that an improvement which increased l\ie ittvxro. \.o ^asJa. \<a« 
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their rents measured in money would certainly fall. After a time J 
however the growth of population would cause such a. demand t 
for food that its value would rise to its old level : no mare com \ 
than before would be required to return with profits each dose of i 
the fanner's capital, more capital would he applied in cultivation f 
than before the improvement, and there would be a very great ' 
increase of rcnts.3 

K 5. It has already been seen that the Law of Diminishing 
Return does not apply to mineral produce in the same way as it 
■ does to agriculturaL For this reason the theory of the rent of 
land cannot he applied directly to mines. It is true that the rent 
ofamineis the excess of the value of its produce over that amount 
wbich is required to return with profits the capital of those wht> 
rent the mme ; and we can determine what this amount is 
by discovering how much produce could be obtained by this 
capital if it were applied to a mine which is being worked but 
for which no rent is paid. (Just before a mine is abandoned it 
passes, as a rule, through the stage of being worked, but yield- 
mg no surplus from which rent can be paid.) 

But it IS not true of a mine as it is of a farm that this rent is 
a fixed annual payment. There is a certain maximum net. 
surplus which can be got from a farm by applying just the right 
amount of capital to it, and the rent is fixed so as to be equal 19- 
the value of this surplus in aji average harvest It is the bus^ 
ness df the tenant to apply the capital requisite for obtaining thi^-. 
net surplus; the landlord has no further concern in the mattei) 
than to see that the tenant does not leave the land in a worse 
condition than he finds it in. And farming contracts are all 
subject to a general condition that the land is not to be im- 
poverished by the tenant. 

But contracts for the rent of mines cannot be subject to this 
condition, because a mine is impoverished whenever ore is taken 
from it The owner must therefore take care that those to whom 
he leases it do not work it so as to raise a very lai^e amount 
annually without paying him a rent equivalent to the deterioration 
of his property. This deterioration may be regarded as the 
diminution of the power that the mine has of returning to capi- 
tal surplus profits over and above the ordinary trade profits : 
and corresponds therefore to the surplus profits which the lessees 

cipital by one-third, would lower coin-rents in the ratio of 60 to Szh' 
Bat the distribution of fertility in a country might be such that we. 
should rather suppose it to consist of three qualities yielding at au eqoii 
expense 60, tig, and iig bushels; and in that case the impravemetit. 
would raise coni-rents in the ratio 60 to fi6|. Probiems of^ this ■--■-^ ■ 
cannot be properly treated by numerical il lustra! Ions; they ca; _, 
solved easily and completely by the aid of matheiuutics or of diagwna 
WiC (is/ i^h-ca in Ihe present chapler. 
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nake by working the mine, that is to the rent which the 
r can obtain from them. It is an extremely difficult problem 
Iculate what bargain should be made in the case of any 
:ular mine. It should secure the interests of the owner and 
2ave the lessees proper freedom to decide for themselves 
much capital they will apply in any year to the working of 
line, and therefore how much produce they will raise from 
n practice this is roughly done by his demanding a royalty 
much a ton on the gross produce raised, in addition to a 
annual payment] 
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§ I. We may now consider the relation of rent to Expenses 
of production and to value. 

We have seen that the Normal value of a thing, or that 
value which would on the average and in the long run be 
brought about by the undisturbed action of free competition 
among its producers, is equal to its Expenses of production. 
But this Law requires further explanation, because it often 
happens that different portions of the same commodity have 
different Expenses of production. We shall find that its price 
is then regulated by the Expenses of production of that portion 
which is raised under the most imfavourable existing circum- 
stances. 

Suppose for instance that, with an average harvest, ten 
million quarters of com are raised in England, and that the 
Expenses of production of the last million quarters are at the 
rate of 50J. a quarter. If the farmers had expected to get less 
than 50^". a quarter they would not have raised these last 
quarters. And since they find it worth their while to raise the 
whole ten million, we know that they get sos. for each of the 
last million. And in the same market there can only be one 
price for one and the same commodity. Therefore the average 
price of all the corn in the market must be 50J. 

The Expenses of production of some of the com may have 
been only 30s. a quarter. The 50J. got for a quarter of this 
com is divided into 30?. which goes to the farmer, and 20s. 
which, as we have seen, goes to the landlord as rent. And if a 
person looks at this corn he may argue that its whole Expenses 
of production were 30s. to cover the farmer's outlay and 20s. to 
pay his rent, and that therefore rent enters into the Expenses 
of production of this com. He would be right if he meant 
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only that the Expenses of production of this particular quarter 
of com cannot be found by merely reckoning up the wages and 
profits of the labour and capital that were spent in raising it. 
But he would be wrong if he meant that the selling price of 
corn was governed by the rent that has to be paid for the use 
of land. He would then be mistaking cause for effect, and 
effect for cause. Rent is not the cause of a high price of com, 
but its effect. The price of com must be on the average just 
high enough to cover the Expenses of production of that portion 
of it which is raised under the most unfavourable conditions. 
The amount that is raised, and the price at which it is sold, 
are thus governed by the numbers of the population which 
demands com on the one hand, and by the amount of fertile 
land, which is the source of supply, on the other. The price 
is determined by the Expenses of production of that which 
is raised under the most unfavourable conditions and which pays 
.no rent. The rent is governed* by the excess of this price over 
,the Expenses of production of the other produce that the 
fanner raises more easily. Ricardo taught that Rent does 
not enter into Expenses of production. By this he meant that : — 
The Normal value of a commodity is equal to the 
Expenses of production of that portion of it which is 
raised under the most unfavourable existing circum- 
stances, and which pays no rent. Rent does not 
determine the Normal value of produce; but is 
determined by it. 
O 2. It has often been said that the doctrine, Rent does not 
enter into Expenses of production, applies to raw produce but 
not to manufactured. This statement requires to be interpreted 
carefully. For it is as true of manufactured as of agricultural 
produce that its price must equal the Expenses of production of 
that portion of it which is raised under the most unfavourable 
existing circumstances, and pays no rent. It may be said that 
every manufacturer in England pays ground-rent But it is no 
less true that every hop-grower in England pays rent. The 
price of hops must be equal to the Expenses of production of 
that portion of his crop which is due to his last doses of capital — 
those doses which he is only just induced to apply to the 
land, — and though other portions of his crop pay rent, this 
portion does not. As the hop-grower reckons how much 
capital it will answer his purpose to expend on an acre of land, 
so a man building a woollen factory reckons how much capital it 
will answer his purpose to expend on a yard of building ground. 
If he is building a new factory, he will weigh against one 
another the advantages of building it (say) three or four stories 
high. He may think that the advantages and disadvantages of 
the fourth story are nearly balanced. Thai \s^ Via Ta2;>j xJcm^ ^^5; 
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extra dodi diat be wOI obcain bf having a fsnrdi storj^y vill om. 
tbc wfafde just cov^r its £xpenscs of pmAirtii« mrliMlnig pwnfit^ 
on die cental inrested in bmUing die fomth story, bot not 
jnclnding anj groond-reiit. He must paj the groand^att 
wfaedier he has three stones or Umr ; so that if he decides tm 
baring the fourth storj, the extra doth doe to it win be do^ 
which he has only just been indoccd to produce, dodk p iw bi L c d 
imder the most mifivoorable existing cxrcmnstances, dodi 
which pays no groimd-rent. 

It is true that a Tnannfarturer when malnng up the prafitaad 
loss account of his business would count his rent among his 
expenses. If the ground-rent in, say, Leeds rises, a mann£ic- 
tnrer finding his Expenses of productioa increased may move 
into the country, leaving the land on which he used to work to 
be buik over with shops and warehouses, for wfaidi a town 
situation is more valuable than it is for fKtones^. For he may 
think that the saving in ground-rent that he will make by moving 
into the country, together with other advantages of die change^ 
win more than counterbalance its disadvantages Inadiscussion 
as to whether it was worth his while to do so^ the groimd^cnt 
of his factory would be reckoned among the Expenses of pro- 
duction of his doth. 

This is true. But it is no less true that in makii^ up the profit 
and loss account of the cultivation of land, the burner's rent must 
be reckoned among his Expenses. A hop-grower, for instance^ 
may find that on account of the high rent which he pays for his 
land, the price of his hops will not cover their Expenses of 
production where he is; and may abandon hop-growin|^ or 
sedt other land for it; while the land that he leaves may 
perhaps be let to a market-gardener. After a while again the 
demand for land in the ndghbourfaood may become so great 
that the price which the market-gardener obtains for his produce 
will not pay its Expenses of production, induding rent ; and so 
he in his turn makes room for, say, a building company J 

^ This process is actnally going on. When steam came into use 
some industries that had been scattered thronghoat the country where- 
ever water-power was to be had, were brought tc^ther into a few large 
towns. Now there is a change in the opposite direction, and many <^ 
these towns are becoming the commercial centres of manufacturing 
districts. 
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^■^^ J. A CHANGE which affects the Expenses of produc 

I all commodities in like proportion does not alter the purchai 
power of one thing relatively to another ; it does not alter values! 
For instance if interest on capital were an equally important 
clement In the Expenses of production of all commodities, arise 
or fall in interest would not aifect values. But in fact interest is 
a very Urge element in the Expenses of production of some 
things, and a very small element in those of others. It is a lai^e 
element in cases in which a great deal of Fixed capital is used, 
particularly if, as happens in some kinds of mining, much of it 
has to be sunk a long time before any return can be got for it'. 
Again the manufacture of lace by machinery requires much 
Fixed, capital, and interest enters as a very important element 
into its Expenses of production. On the other hand the 
Expenses of production of hand-made lace consist almost 
exclusively of wages ; interest eaters into them to a very insig- 
nificant extent. A fall in the rate of interest would then lower 
the value of machine-made relatively to hand-made lace. 
Another cause which may alter the Expenses of production, and 
therefore the Normal value of a thing, is the discovery of an 
improved method of making it. Another is a change in the 
Normal rate of wages of some class of workmen who are 
engaged in making it. Another is a change in the difficulty 
of producing it, occasioned by a change in the amount of it 
that is produced. The effects of this last cause will be 
examined in the present chapter. 

S 2. We have already seen that sonie commodities obey the 

I Law of Increasing, and others that of Diminishing Return. For 
instance, the more capital and labour are applied to watch- 
making, the smaller will be the difficulty of producing a waidi. 

\ » Book II. ch. u. ^ ^, 

L ' 
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A temporaiy increase in the demand for watches will no doobt' 
raise their price, thus raising the wages of labour and [he profits 
on capital in the trade above their Normal In'eL Bat a slow 

and gradual increase in the demand will bring with it a 
corresponding supply of labour and capital in the trade, so 
that wages and proiits wii! remain at about their Nonnat 
levet And meanwhile advantage will be taken of those' 
various economies which arise, as we have seen, from ' 
increased division of labour and production on 3 larger scale.- 
Thus a gradual growth of the demand for watches will diminish 1 
their Expenses of production and tbet^ore their Normal value:. 

On the other hand an increased supply of raw produce 
however gradually it may be called forth, is almost sure to obey 
the Law of Dimiaishing Return. It may indeed happen thai 
the new demand leads to openings up of fresh sources of supply, 
and to improvements in the arts of production ; but the general 
progress of knowledge would in any case have done much 
towards bringing about snch changes. And on the whol^ 
an increase of demand for ^w produce seems almost always t< 
increase the difficulty of producing it, and therefore to increast 
itsNormalExpeosesof production, and therefore its Normal value. 

Adam Smith pointed out that in an uncivilised country 
wood and meat and leather and milk are of low value 
relatively not only to manufactures, but also to ~ 

where there is an unlimited supply of land, t 
cut down and animals can be reared without the steady 
work, so abhorrent to uncivilised races, that is required for llm 
cultivation of com. Gradually, as civilisation progresses, tbei 
increasing scarcity of land, and the increase of capital and 
patient industry causes the Normal value of wood and 
animal produce to rise relatively to that of com, at the samS' 
time that the Normal value of com rises relatively to that' 
of manufactured commodities. Among some savage race«l 
and occasionally where there is a sparse civilised piopuIattOD, 
a pound of meat exchanges for less than a pound of com. Bnt 
in England even before the repeal of the Com Laws a pound of 
meat was worth two or three pounds of wheat. And now that, 
the artificial obstacles to the importation of com are removed, 
while the natural hindrances to the importation of fresh 
animal food are not yet surmounted, the difficulty of obtaining^ 
wheat has fallen still further relatively to that of obtaining meat; 
30 that now a pound of good meat will purchase about s 
pounds of wheat. 

5 3. We are now in a position to see what is the nature of 
tlie influence which Demand exercises on Value. There is 
one exceptional casein which value is determined entirely 
dy demand. This is the case of a commodity which is fixed id 
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amount, as for instance Raphael's pictures. Their price depends 
on the desire that people have for such pictures, and the means 
at their disposal for purchasing them. According to the Law 
of Demand the price of a commodity "measures its Final 
utility to each purchaser, that is, the value in use to him of that 
portion of it, which it is only just worth his while to buy." The 
greater the number of pictures, the less will be the competition 
among purchasers for them, the less will be the price which 
measures their value in use to those who are only just induced 
to purchase them. In this exceptional case in which the supply 
is fixed, the price is determined solely by the utility of the thing ; 
Demand is the sole regulator of value. 

The opposite extreme case very rarely occurs; it is that 
in which the Normal Expenses of production are fixed ; that is, 
are the same whatever be the amount produced. In this case 
Normal value is determined by Expenses of production alone. 
The part which Demand plays here is to determine the amount 
produced. If no one will pay for the thing a price equal 
to its fixed Expenses of production, the thing will not be made ; 
so that even in this exceptional case Demand is a condition of 
value. And if there are any who will give this price, the 
amount produced is determined by the condition that its value 
in use to those purchasers who are only just induced to buy it, is 
measured by this price. 

But in the case of most commodities it is not true either that 
the amount produced is fixed, or that the Expenses of pro- 
duction are fixed ; and therefore as a rule. Demand is one, 
but only one of the causes that determine value. An increase 
of Demand increases the amount produced, and this alters the 
Expenses of production ; so that value depends partly on 
Demand, because Normal value is equal to Normal Expenses 
of production, and Demand is one of the determining causes of 
these Expenses. The Law of Normal Value ^ requires then 
to be supplemented by the statement that: — 

The Normal supply of a commodity is such that its 

Normal Expenses of production equal the price which 

will call forth a demand for this amount ; and the 

price so determined is the Normal price. 

The Normal price of a commodity is therefore not fixed, but 

may rise or fall sldwly. And we shall presently see how 

meanwhile the Market price oscillates with comparative 

rapidity up and down on either side of the Normal price ; just 

as a cork floating on the surface of the water oscillates quickly 

up and down with every passing wave on either side of the 

mean level of the water, while that mean level itself is rising or 

falling slowly with the flowing or ebbing tide. 

1 Book II. ch. \\. I "i. 




§ I. We have seen that the Expenses of production of a 
commodity may be reckoned in such a way that rent does not 
enter into them. The remaining Expenses may be classed as 
wages, profits, the expense of raw material, and other Circulating 
capital, the wear and tear of Fixed capital, and taxes. For 
instance, the Expenses of making a box, putting aside rent and 
taxes, may be classed as firstly the wages of the carpenters who 
made it and the profits of the manufacturers by whom ihef 
were employed ; secondly the price of the wood, hinges, lock and 
Other Circulating capital that was used up in making it ; aod 
thirdly the wear and tear of the buildings, machinery and 
other Fixed capital employed. 

But all these may, as a rule, he classed as wages and profits. 
For the repairs of Fixed capita! and the outlay of Circulating 
capital may be divided into w^es, profits, the repairs of Fixed' 
and the outlay of Circulating capital ; and these Expenses cr^ 
again be analysed in the same way ; and so on. 

For instance, the price of the lock, or the expenses of 
repairing the planing machine used in making the box, may be 
resolved into the wages and profits of those who made the lode 
or repaired the machine, the price of the Circulating capital they 
used up, and the wear and tear of the Fixed capital they 
employed, and so on. 

It is true that some of the expenses incurred i 
monopoly prices of certmn things ; as for instance the price of 
the lock if it is patent : while others may he taxes ; and thcMr 
cannot be analysed into wages and profits. But though sucti 
exceptions must not be overlooked, and though in a few casesi 
they are of great importance, we may yet say that the ExpensoB 
of production of a thing can generally be divided into wages' 
and profits. These wages and profits include between them; 
the remuneration of the efforts and abstinences required fi* 
jiroducing it. We have now to consider how these efforts and 
'^amences are measured by their several remu nerations ; 
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is how the Cost of production of a thing is measured by its 
Expenses of production. We shall thus see what is the influence 
that Cost of production exerts on value — not directly indeed, but 
indirectly — Cost of production affecting Expenses of production, 
and Expenses of production af&cting value. 

§ 2. That part of the net income of a country which is 
derived from a farm is not the whole value of the crops, but 
only what remains after deducting the value of the seed sown in 
it, of the food of the horses who ploughed it, of the wear and 
tear of the plough, and so on. So the whole net annual income 
Qf a country consists of all those commodities and conveniences 
of life, which are produced during the year, after making 
allowance for replacing the Auxiliary capital that is consumed or 
worn out during the year. This net annual income is divided 
into : — firstly earnings of all kinds of work including 
business management, secondly interest on capital, thirdly rent 
obtained for the use of land or any other property that is 
naturally or artificially limited, fourthly taxe^ paid to the states 
And a corresponding classification may be made of those 
among whom the income is divided : they may be classed 
as firstly those who earn an income by work, secondly capi- 
talists, thirdly landlords, fourthly the State. Of course the 
same person may appear in two or more of these classes ; 
employers generally appear in the first two classes, and 
landlords who farm their own land in the first three. Again, the 
State is generally a landlord and a capitalist. 

In the first Book we have inquired into the Production of 
wealth ; ^nd have seen how the real net annual income of the 
country is determined. We have seen how that share of it 
which the landlord can claim as rent, is fixed by definite 
economic laws ; and as the share which the State assumes to 
itself as taxes depends on causes which cannot be examined 
here, we must take it for granted. We may then regard the 
amount which remains after deducting rent and taxes from the 
net annual income of the country, as a given Fund, and call it 
the Wages-and-profits Fund^ The problem of Distribution 
with which we shall be chiefly occupied during the rest of the 
present volume consists of an inquiry into the way in which this 
Fund is divided up. 

§ 3. The term " labourer" has been used by Economists to 
include all kinds of workers, and not merely unskilled labourers, 
to whom the term is confined in trade usage. And the term 
" wages " has been used to include the earnings of all kinds of 
work except that of business management. 

^ The way of looking at the source from which wages are paid is not 

Suite the same as that adopted in what has been called **the Wages-Fund 
leory." This will be discussed at a lalet sla:^<& \ ^ea'ftsiiOgLWV* 0&.*n:v» 
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The Earnings of Management are generally classed with 
interest by Economists as well as by men of business. And this 
is doubtless the best classification in many social and some 
economic inquiries ; because those who get the Earnings of 
Management are to some extent a separate class from those who 
get earnings of other kinds. Account will be taken of this 
fact when we come to discuss Market values, but in the theory 
of Normal values we are seeking for fundamental economic 
laws. And it is a universal rule of science that in seeking 
these fundamental laws, we should class together things that are 
similar in nature, and may be expected to obey similar laws. 
And therefore we shall find it best to class Earnings of Manage- 
ment with the earnings of other kinds of work ; because they 
are similar in nature to other earnings, and are in the long run 
governed by the same laws. The earnings of a business man 
are uncertain, but so are those of a fisherman ; they are got 
by mental work, but so are those of the barrister and the 
physician, whose incomes have been classed by all Economists 
with the wages of skilled labour. And if instead of classing 
Earnings of Management with other earnings, we were to class 
them with interest under the head of profits, we should be 
classing together two things entirely different in nature and 
governed by wholly dissimilar laws. For though in the 
passing vicissitudes of trade it is sometimes difficult to draw a 
clear line between the interest on a business man's capital and 
his Earnings of Management^ yet we shall find that there is 
little in common between those fundamental laws which 
determine in the long run the Normal rate of interest, and those 
which determine the Normal Earnings of Management. It 
seems therefore best to class Earnings of Management with 
wages under the head of Earnings; to regard the net income 
of the country, after deducting rent and taxes, as divided not 
into wages and profits, but into interest and earnings ; and to 
call it the Eamings-and-interest Fund, We have then to seek 
for the laws which determine in the long run that remuneration 
of abstinence which is called interest, and those various 
remunerations of industry which are called earnings. 

This inquiry has two sides, that of Supply and that of 
Demand. The Law of Supply of capital has been already dis- 
cussed ; and a general account has been given of the increase of 
population. But some account must be given of the Laws oi 
Supply of unskilled labour, of skilled labour and of business 
power. Afterwards we shall consider the relations in which 
Normal Supply and Demand stand to one another, and the 
Laws which determine Normal Interest and Normal Earnings. 
/J 4. But before going further it will be well to guard 
stgaiixst 9ome misunderstandings. 
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Firstly, some confusion has arisen from the use of the term 
"Cost of production" in two senses. It has been used to 
indicate what are here called the " Expenses," as well as what 
is here called the "Cost of production ^" Thus the Law of 
(Normal) value has been stated to be that value tends to equal 
cost of production ; this of course does not mean that the value 
of a thing tends to equal what is called in this book its Cost 
of production, i.e, the efforts and abstinences that have been 
required for making it. What is meant is that the value of the 
thing tends to equal the sum of those values which measure the 
efforts and abstinences required for making it; that is. Cost 
of production is used to denote what we have expressed by 
the term Expenses of production. For an exchange value or 
price, though it may be equal to a set of exchange valuer or 
prices, cannot be equal to a set of things unlike in kind to it. 
There cannot even be any direct comparison between one set 
of efforts and abstinences and another. We caimot subtract the 
labour of a carpenter in making a box from the labour of 
a watchmaker in making a watch. But we can subtract 
the exchange measure or price of the work of a carpenter 
in making a box from the price of the work of a watchmaker in 
making a watch. It may happen that an hour's work by 
a business manager, or two days' work by a watchmaker, or three 
days' work by a carpenter, or ten days' work by an agricultural 
labourer,^ may all have the same exchange measure, say, a 
guinea. A guinea may also be the exchange measure of the 
abstinence or sacrifice involved in the loan of 20 guineas for a 
year. These various efforts and abstinences, these elements of 
Cost of production, are certainly not equal to one another. But 
they would all exert an equal influence upon value; because 
their Economic measures, the expenses which would have 
to be incuired by anyone who would purchase them are all 
equalj 

C§ 5« Again it is sometimes implied that besides the four 
classes who get respectively earnings, interest, rent and taxes, 
there is another distinct class of "consumers" who may bear 
the burden or reap the benefit of economic changes. But there 
is no such class. Of course the consumers 01 any particular 
commodity will suffer as a body if anything should raise its 
price. If for instance the wages of the producers rise, there 
will be a gain to this branch of industry at the expense of 
the consumers ; that is, probably of some landlords, and some 

^ Mill used the phrase in these two senses ; he himself distinguished 
clearly between them ; and a careful examination of the context will 
show which sense he meant in each place. But the want of a formal 
distinction between them has confused many of his readers. See the 
Fortnightly Review for April, 1876. 

M. 1 
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capilali^ts, and some labourers and the State. But there is i 
separate class of consumers of things in general, on whom the' 
burden or the gain of any economic change can be thrown., 
Every such burden and every such gain must be distributed!) 
among the receivers of earnings, capitalists, landlords, and thel 
State, There is of course a class of dependents — childroti 
invalids, paupers and others — but what they consume is portioned' 
out to them by the will of others who have an independent in-- 
come ; and not according to economic laws. The consumption'- 
of those who depend on the support of another, is really a part 

G 6, Again tiiere are some intricate questions connected^ 
with the inierpretaiion of the term "the net annual income (rfi 
a country." They have but little bearing on the main argumenti 
of the book, but they cannot be entirely ignored. This net^ 
income is found by deducting from the total produce of land" 
and capital and labour, whatever is required to replac 
Auxiliary capital consumed or worn out in the year. 1 
must be remembered that this total produce includes all results , 
of man's work, which have market value, whether the wort 
be manual or mental, whether it produces material wealth or 
not. It includes the beneiit derived from the advice of a>> 
physician, the pleasure got from hearing a professional singer^; 
and the enjoyment of all other services which one persoa^ 
may be hired to perform for another. It includes the serviceai 
rendered not only by the omnibus driver, but also by the;' 
coachman who drives a private carriage. It includes thei 
services of the domestic servant who makes or mends or cleaDS? 
a carpet or a dress, as well as the results of the worK (^ 
the upholsterer, the milliner, and the dyer. 1 

We must however be careful not to count the same thing; 
twice. If we hive counted a carpet at its full value, we 1 
already counted the values of the yarn and the labour that \ 
used in making it ; and these must not be counted again. 
if the carpet is cleaned by domestic servants or at steam. 
scouring works, the value of the labour spent in cleaning il- 
must be counted in separately ; for otherwise the results of this, 
labour would be altogether omitted from the inventory of those 
newly-produced commodities and conveniences which ci 
the real income of the country. 

Again, suppose a landov-npr with an annual im 
^io,ooo liirca a private secretary at a salary of ^500, who hircK 
a servant at wages of ^50. It may seem that if the incomes (rf 
all these three persons are counted in as part of the net income, 
of the country, some of it will be counted twice over and some- 
e/iTee times. But this is not the case. The landlord transfei*, 
._ t: .. ... .gtLirnforhvsas5i5t.a.rice,^artofthepurchas' — ^^ 
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power derived from the produce of land ; and the secretary again 
transfers part of this to his servant in return for his assistance. 
The farm produce the value of which goes as rent to the land- 
lord, the assistance which the landlord derives from the work 
of the secretary, and that which the secretary derives from the 
work of the servant are independent parts of the real net income 
of the country ; and therefore the ;^ 10,000 and the ;£50o and the 
£$0 which are their money measures, must all be counted in 
when we are estimating the income of the country. 

The benefit which a man gets from living in a hired house 
must be reckoned in the total produce of the country's land, 
labour and capital; for the rent that he pays, after deduc- 
tions have been made for Depreciation, is the interest on the 
capital of the owner of the house ; and the Earnings-and-inter- 
est Fund must therefore include the benefit which is got from 
living in it 

If a. man lives in his own house, the benefit he derives from 
it, after making deduction for Depreciation and repairs, is part 
of the real income of the country ; and the same may be said 
of the benefit he gets from the use of furniture, clothes, and 
other things which are not in ordinary usage reckoned among 
capital. This shows that our account of the £arnings-and- 
interest Fund requires a slight correction. We ought strictly to 
regard it as found by deducting from the net produce of the 
country, not only for rent and taxes, but also for the benefits 
that are derived from the use of furniture and other commodities 
which we do not call capital, because they are in the hands of 
consumers. In estimating these benefits, allowance must of 
course be made for Depreciation and repairs. 

It may be noticed that if we had adopted the plan which Mr 
Jevons has advocated, of calling all commodities in the hands of 
consumers, capital^; that is of using the word capital as synony- 
mous with Material wealth, this last difficulty would not have 
arisen, for we should have included the benefits derived from 
the use of these commodities as part of the Earnings-and- 
interest Fund, and regarded the owner of them as paying 
interest to himself; just as in reckoning up the rents of a 
country we suppose a landowner who farms his own land to 

Eay rent to himself. But Mr Jevons' plan, though it would 
e convenient in some ways, is so opposed to ordinary usage, that 
it seems best to adhere to the old use of the word. In this sense 
it includes carriage horses that are let out on hire, and farm 
horses whoever owns them. It includes a doctor's horses and 

^ Theory of Political Economy^ pp. 245 — 253. Mr Giffen includes 
all material wealth under the ^ 8, 500, 000, 000 at wh\Q,\i V^'^ ^^\l\ss!>a\ss» 
** the capital " of the country. 
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carriage if he hires them, in which case the revenue from them 
enters into the Eamings-and-interest Fund ; but if they are his 
own, and used partly for his own enjoyment, partly as a source 
of revenue* it is difficult to say how much of their value should 
be regarded as capital ^3 

2 See Book I. ch. iii. § r. 
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CHAPTER VII. 



SUPPLY OF XWSKILLED LABOUR. 

t" ■ 

§ I. ^'The Beal wages of labour may be said to consist in 
the quantity of the necessaries and conveniences of life thai "jtre 
pven for it; its Nominal wages in the quantity of money.;/ 
-The labourer is rich or poor, is well or ill rewarded, in proportfoh . 
to the real, not to the nominal, wages of his labour ^" 

This distinction is very important ; but in the present book 
we have agreed to neglect variations in the purchasing power of ■ 
money. And so long as we do this, a rise or fall in the Nominal 
or money wages of labour means just the same as a rise or fall 
in the general purchasing power of these money wages, and 
therefore just the same as a rise or fall of Real wages. 

There is another distinction which turns upon the difference 
between two ways in which wages may be measured. 

The wages that a man earns in a day may be called 
his Time wages : the wages that are paid to him for 
doing a given amount of work of a given quality 
(whether the bargain made with him is by the day or 
by the piece) may be called his Task wages. 
For instance, if a man is hired at 15J. a week and a boy 
at 5J. a week, and the man does three times as much work on 
the average as the boy, their Task wages are equal though their 
Time wages are unequal. The full importance of this distinc- 
tion will be seen further on. The wages of which we speak in 
this chapter are Real Time wages. 

We have already seen that according to the Law of 
Population "a rise in the rate of wages causes either a rise in 
the Standard of Comfort of the people, or an increase in 
the number of marriages and births. A rise in the Standard of 
Comfort is almost sure to increase the percentage of children 
who grow up to be efficient workers. Therefore a rise in wages 
almost always promotes, and a fall in wages almost always 
checks, the growth of population." 

^ H^ealth of Nations^ "BooV.!. Oci.n, 






It is true (hat when the labourer's wife and children can eant* 
fjood wages, he maybe, able to bring up his family in *comfoii 
even when his owl w^ges are lo-*. But this correction is 
of much less impoMance than at first sight appears. For if the 
mother were not -working for wages, she would be doing work at 
home that woulii promote the health, and the moral, if not the 
intellectual education of her children. While she is earning' 
wages, some: of 'tliis work will be neglected, and she will have 
to spend part of her wages on hiring others to do the rest of iti 
The wages pf the children themselves are perhaps a more impor-. 
tant means of providing them with food and clothing ; but those ' 
children -who are set lo earn wages at an early age are oftoi 
unhealthy as well as ignorant. So that we shall not go very fU' 
wrciiri' if, in considering the effect of wages on the growth' 
o|- sApHilation, we confine our attention to those earned by the 
labourer himself. Perhaps the chief exception to this rule is the 

. cpse of agricultural families in new countries, who work together 

. \o that the family life is not broken up, and the physical, mental 

and moral well-heing of the children is well cared for. 

5 2. The Standard of Comfort which young people _ 
'. prudent enough to secure for themselves before they many,: 
varies from place to place and from time to time. When a 
high Standard of Comfort sets in, social opinion requires parents 
to provide wholesome rooms, nourishing food and a good; 
education for their children. The next generation of workers is 
then healthy, intelligent and skillul, and of great value to ; 
employers, who by competing with one another keep up tho 
rate of wages ; the produce raised by them is so great that their 
share increases without diminishing the rate of profits. I" '" 
true that a rise in wages may lead to dissipation and entn 
gance, and fail to benefit the rising generation ; but such 
cases are rare except in districts in which men, and, what 
is perhaps more important, women have been rendered hard, 
coarse and reckless by the nature of their occupations. 

When a rise in wages results in an improvement in 
homes, the food, education and therefore in the working' 
efficiency of the people, it may elevate them permanently. And. 
so if wages are already very low, a further fall may cause ft. 
degradation of labour. "With less food, which is the fuel of: 
the human machine, less force will be generated ; with ]es». 
clothing more force will be wasted by cold ; with scantier and' 
meaner quarters, a fouler air and diminished access to the light 
will prevent the food from being duly digested in the stotnacli, 
and the blood from being duly oxydised in the lungs; will lower 
the tone of the system, and expose the subject increasingly to, 
the ravages of disease. Now in all these ways the labourer 

Lecomes less elScient simply t\\tou^l\ the reduction of hit 
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wages'." The produce of his labour is less : the portion that 
he receives as his share is smaller, but the portion that capital 
receives as its share is not greater. "What is taken from wages 
no man gains ; it is lost to the labourer and to the world. " 

§ 3. So far we have been considering the causes that 
determine the supply of unskilled labour generally ; but the 
supply of unskilled labour in any particular trade is determined 
by other things besides the rate 01 wages. If equal wages were 
offered in ships goin^ to the MediteiTanean and the North Sea, 
the former would be full and the latter empty ; so higher wages 
are offered on the latter ships to counterbalance the disad- 
vantage of the ungenial climate to which they sail. Carters 
who work underground in mines are paid more than carters 
who work above ground ; and again, a night porter gets higher 
wages than a day porter. If a trade has any disadvantage, such 
as unhealthiness, dirtiness, &c., higher wages will be necessary 
to induce men to seek the trade than would have been required 
in the absence of the disadvantage ; and the necessary addition 
to wages may be called the money value of this disadvantage. 
In the same way if a trade offers any exceptional personal ad- 
vantage, such as a good social position, lower wages will 
attract men to it than would be necessary in a trade similar in 
other respects, but without the advantage : and this difference 
of wages is the measure or money value of the advantage. 

If the wages and the money equivalents of the other 
special advantages of a trade be added together into 
one sum, and the money values of its special disad- 
vantages be subtracted from the sum, the balance that 
remains may be called the Net Advantages of the 
trade. 
If any unskilled occupation offers higher Net Advantages 
than other occupations in the same place, additional supplies of 
labour will as a rule speedily drift into it and will force down its 
wages. To this general rule there are important exceptions : 
but they will be best discussed at a later stage. 

^ Walker On Wages^ ch. iv. 



CHAPTER VIII. 



SUPPLY OF SKILLED LAEOUK, 

5 I. We have seen that the supply of unskilled labourfl 
depends chiefly on the food, clothing and other necessaries o^ 
life which labourers have been able to afford their children ii 
preceding generalions. The natural instincts which arecommoAl 
lo all ranks of human life, and even among the lower animats,! 
induce parents to exert themselves to provide food and shelter^ 
for their offspring. But it is otherwise with the special require*kB 
ments of the skilled labourer ; for his education demands aal 
investment of capital, the fruits of which will appear in afterl 
time in his wages. 

Adam Smith says r " When any expensive machine Is I 
erected, the extraordinary work to be performed by it before it B 
is worn out, it must be expected, will replace the capital laid out j 
upon it, with at least the ordinary profits, A man educated at | 
the expense of much labour and time to any of those emplo7- 1 
ments which require extraordinary dexterity and skill, may M 
compared to one of those expensive machines. The work 
which he learns to perform, it must be expected, over and 
above the usual wages of common labour, will replace 
the whole expense of his education, with at least the ordinary 
profits of an equally valuable capital. It must do this too in 9, 
reasonable time, regard being had to the very uncertain dutatioa, 
of human life, in the same manner as to the more certain duratiott' 
of the machine." 

Thus Adam Smith seems to imply that the Laws which deter- 
mine the investment of capital in the education of the labourer 
are similar to those which govern the investment of capital ia 
any vendible commodity. If this were the case, the Normal 
Drice or wage of skilled labour would be determined simply by , 
"'' ' '■ the price of a commodity i»' 

the supply of cart-horset 
n average just repays the 
horses of various kinds; and 
[cured as will sell for pricct 



Its Expenses of production, just a^ 
determined. Take for instani 
There is some price which o; 
M;>enses of rearing and breaking 
sucA a number of each kind a 
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which will cover their respective Expenses of production. 
The calculations of horse dealers may fail through tneir having 
incomplete knowledge of the circumstances of the market, or 
because of sudden changes in the demand for horses. Still if 
we take long periods, the average supply of horses of various 
kinds is such, that the prices at which they can be sold are 
equal to the Expenses of rearing and preparing them for their 
several kinds of work. 

Again, the skill of a slave is vendible, and therefore the Law 
of Normal Supply applies to it. A slave-owner who rears 
slaves for hire in different employments, calculates the expenses 
of each kind of training, and the probable future demand for 
each kind of work. He estimates the rate of hire and the 
length of time daring which it can be earned. He allows for 
inconstancy of employment and for uncertainty of success, but 
not necessarily for any discomforts except those which are 
likely to injure the health and shorten the life of the slave. He 
allows for the fact that the expenses of education will be in- 
curred soon, and that the wages will not be received for many 
years ; after having made these calculations he can tell whether 
It will be worth his while to bring up the slave as an unskilled 
or as a skilled labourer. He will know whether the higher 
wages which the slave can earn for him will be worth more to 
him than the extra expenses involved in giving him the higher 
training. Suppose for instance he finds that by incurring an 
extra expense of ;£ioo for the slave's education, he can secure, 
after allowing for the chance that the slave may die early^ an 
increased receipt in wages which will only be equal to ^loo 
spread over the rest of the slave's life time ; he will then 
certainly not give him the education. He would not give it if 
this increased value would be ^£200, If it were' ;^30o he might 
be in doubt, but if it were ^£400 he would probably give it K 

Thus slave-owners adjust the supply of any kind of skilled 
slave labour to the demand for it, so that the pecuniary gain 
which is derived from a slave's work in any occupation corre- 
sponds to the trouble and expense of bringing him up to it^. 

§ 2. But parents when selecting trades for their children 
differ from slave-owners when choosing occupations for their 
slaves in four important respects. Firstly, parents in estimating 

* Calculations of this kind are worked out in Engel's Der Preis der 
Arbeit, 

* For this reason the population of a slave country might be better 
educated than the children of poor labourers in a free country ; but their 
masters generally fear that education might lead them to rebel; and 
a slave, because he is a slave, is almost always limp and apathetic in 
character: and the attempt to educate him for difficult work, or for 
responsibility, is like trying to put a polish ow soiX^oo^* "^\s\.\sw!M2«x^ 
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the Net Advantages of a trade for their son take account of 
everything that will add to his comfort and h2q>pinessy while 
the slave-owner may take account of such things only so iar as 
they afiect the slaveys efficienc>'. 

Secondly, parents who give their son an erpensive education 
expect that he, not they, will reap its chief fruits ; but the slave's 
skill is the property of his owner. Parents resemble the slave- 
owner in having to estimate on the one hand the Net Advantages 
of each occupation, and on the other the trouble and expense of 
preparing for it But even when they have made these estimates 
they cannot decide on their course by a mere arithmetical calcu- 
lation, as he can. For they must also decide this moral question- : 
To what extent are we ready to sacrifice ourselves for our son's 
benefit ? What is the value to us of an advantage that will be 
enjoyed by him ? 

Thirdly, few parents are capitalists ; most of them cannot 
borrow money on anything like the same terms as a capitalist 
can. To take an extreme case : some unskilled labourers, 
even with the help of the wages that their children bring in, 
cannot purchase as much food and clothing and house-room as 
the health of the family requires ; and it would be useless 
to ask one of them to calculate the advantage which his 
son might derive if £$0 were spent in preparii^ him for a 
skilled occupation. It is likely that these advantages may 
include wages for his son when grown up at the rate of £210 a 
year more than those of an unskilled hdx>urer. If he worked 
out this sum he would find that, allowing the maricet-rate of 
interest, the present value of these extra wages would be several 
hundred pounds. In such a case a slave-owner would make 
the outlay on business principles. The father does not because 
he cannot. 

Fourthly, in assuming that the slave-owner is a capitalist, 
we supposed him to manage his affairs as capable business men 
do. We supposed that he is always on the look out, as business 
men are, for profitable investments of his capital; that he 
watches the variations of supply and demand with regard to 
each particular kind of slave's skill ; and that he is continually 
making out the profit and loss accounts of various modes of 
educating his slaves. 

But parents do not generally carry on their inquiries in this 
business-like way : a poor and ignorant parent is not likely to 
think of obtaining for his son a lot in life very different from his 

Greece and Rome, when the moral sense of the world had not oatgrown 
slavery, and slaves worked without a feeling of degradation, masters 

ed often to give a high literary or artistic ^ucation to their slaves as 

miter of business. 
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owii. A man brought up with narrow surroundings is apt to 
acquiesce in them. His own start in life was a poor one, and it 
seems to him quite reasonable that he should make what he can 
out of the labour of his son ; his wages almost imply that the 
world expects him to do it, and his neighbours do it; so he 
allows a small present gain to himself to outweigh a great 
future advantage for his son. The poor are moved as much as 
any other parents by the sight of the sufferings of their children, 
but they are careless about the distant future both of their chil- 
dren and of themselves ; for they have not a vivid imagination ; 
-they are ruled by custom and not by the deliberate use of their 
reason. The lower we go in the social scale the less do parents 
seem to see the benefits that they may confer on their sons by 
investing trouble and money in their education ; and the smaller 
is their power of making such sacrifices. The rate of interest 
at which parents discount future advantages to their children 
increases with the narrowness of their education and the 
pressure of immediate want. 

§ 3. Mill was so much impressed by the difficulties that 
beset a parent in the attempt to bring up his son to an occupa- 
tion widely different in character from his own, that he said : — 
"So complete, indeed, has hitherto been the separation, so 
strongly marked the line of demarcation, between the different 
grades of labourers, as to be almost equivalent to an hereditary 
distinction of caste ; each employment being chiefly recruited 
from the children of those already employed in it, or in employ- 
ments of the same rank with it in social estimation, or from the 
children of persons who, if originally of a lower rank, have 
succeeded in raising themselves by their exertions. The 
liberal professions are mostly supplied by the sons of either the 
professional or idle classes : the more highly skilled manual 
employments are filled up from the sons of skilled artizans, or 
the class of tradesmen who rank with them : the lower classes of 
skilled employments are in a similar case ; and unskilled 
labourers, with occasional exceptions, remain from father to son 
in their pristine condition. Consequently the wages of each 
class have hitherto been regulated by the increase of its own 
population rather than that of the general population of the 
country." 

But he goes on, "The changes now so rapidly taking place 
in usages and ideas are undermining all these distinc- 
tions ; the habits or disabilities which chained people to their 
hereditary condition are fast wearing away, and every class is 
exposed to increased and increasing competition from at least 
the class immediately below it \" 
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This movement has coatinned since he wrote, and the 
divisions between the various grades of English society axe not 
so clearly marked in this generadon as they were in die las^ 
Each of Mill's foor grades is subdivided into a nnmber of Icsmt 
grades, rising one above the other like the steps of a long stair- 
case that is arranged in four flights, with a short lanHing at the 
end of each of them. 

Parents generally bring np their children to an occnpatioo 
in the same sodal grade as their own. Bat when the sof^y of 
labour in one grade is such that its Net Advantages are nmch 
greater than those in the grade next bdow, the more thoughtf ul 
and seh'-^ienying parents in the grade below posh their sons into 
that grade: Thus the Law of Supply, though its action is more 
slow with regard to labour of different grades than with regard 
to different kinds of commodities* yet acts in the same way in 
the two cases^ Wlien the Net Advantages of a trade rise above 
what is required to compensate for the trouble and fipense of 
preparing for it^ i>. are abnormally high, forces are broi^^t into 
play which tend to increase the supply of labour in that trade. 
The increase will come first and chiedy from other trades in the 
same grade, unless the Net Advantages of other trades in the 
same grade are also abnormally high. In that case the increase 
of supply will come chiedy from the grade inmiediat^y bdow, 
and will come more slowlv. In anv case the increase will be 
chiefly due to the action of parents in selecting an occupation 
for their children, but will be to some extent caused by a 
change of occupadon on the part of adults. On the other hand, 
when the Net Advantages in a trade fall below what is required 
to compensate the trouble and expense of preparing for it, 
forces will be brought into play which tend to diminish the 
supply of labour. For the most versatile men in the trade, and 
those who have the least taste and the least Specialised skUl for 
the work, will begin to seek other occupations ; and parents ¥rill 
avoid bringing up their sons to it. 

To complete our account of the causes which determine the 
supply of different kinds of skilled labour we must examine the 
various advantages and disadvants^^ that attract men to or 
repel them from different trades, and the various industrial 
qualities that may be required in a trade. 

§ 4. Firsdy, with regard to the various advantages and 
disadvantages of which account must be taken in estimating the 
Net Advantages of a trade. 

Under this head must obviously be reckoned the constancy 

or inconstancy of employment in a trade, and the chances of 

success or failure in it. To allow for these inequalities we must, 

when we are estimating the wages of a trade, look for 

the wages earned not in a day but in a year, or even in 



several years, by those who have an average success in it. Wfi 
cannot measure the wages of a fisherman by ihe price for 
which he can sell his fish when he returns ivith a boat full, 
without taking account of the many days when he returns 
having taken nothing. We cannot reckon the wages of a dock 
porter as those which are to be had when the docks are full of 
ships eag er tobe unloaded, without taking account of the fact 
that sometimes the harbour is nearly empty and most of the 
porters waiting in enforced idleness. In comparing the wages 
of a bricklayer; a carpenter and a railway guard, we must re- 
member that the railway guard's employment is secure at all 
limes, that the carpenter may be thrown out of work by duiness 
of trade, and that bricklayer's work may be interrupted by 
dulness of trade and by unfavourable weather. In estimating 
the earnings of barristers we must lake account of the many who 
fail as well as of the few who succeed. 

But independently of considerations such as these, which 
properly enter into our estimate of the average wages to be 
earned in a trade, there are other advantages and disadvantages 
which must be reckoned separately. These may be classed 
under the heads of healihhiess, comfort and social position. 
Danger may be regarded as a kind of unhealthiness. Dirtiness, 
physical and mental strain, anxiety and monotony are the chief 
discomforts to be considered. Adam Smith points out that the 
aversion which men have for the work of a butcher, and 
to some extent for the butcher himself, raises the earnings of 
butchers above those of bakers. If earnings were equal in the 
two trades the number of bakers would increase, and that of 
butchers would diminish, until the wages of butchers had risen 
above those of bakers enough to compensate for the disagree- 
ableness and the social disadvantages of the butcher's work. 
Again, the wages of domestic servants, including their board 
and lodging, are much highfcr than are those of women who do 
work of equal difficulty in factories or in their own homes. For 
the servant must always submit to some loss of freedom, and if 
she happens to fall under the control of an ill-mannered 
mistress, to some loss of dignity. 

When the disagreeableness of work takes the form of 
dirtiness it generally has the further disadvantage of involving 
a loss of social position ; the most disagreeable of all work is 
chiefly done by those who cannot ^et any other employment; 
and its wages are therefore low, in consequence of the in- 
competence of Ihose who do it, and in spite of its repulsive 
character. But personal discomfort which arises from a sense 
of danger, often d«cs not repel men. As Adam Smith says : 
"The dangers and hairbreadth escapes of a Ufe of adventures, 
instead of disheartening young people seevn tiEnsp.'iTO.Vi via 
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recommend a trade to ihein...the distant prospect of hazard* 
from which »e can hope to entricaie ourselves fay courage ai ' 
address is not disagreeable to as, and does not raise the wag 
of labour in any empIoymenL It is otherwise with those in 
which courage and address can be of no avail. Iniiades whick 
are known to be very unwholesome, the wages of labour ap^ 
aiways remarkably high." 

The fact that an occupation offers some very high prizes^ 
attracts men into it in two ways. Firstly, yonng men form^' 
fortunately for the world, high estimates of their own chances 
of attaining excellence, and thus are more attracted by th* 
prospects of a great success than [hey are deterred by the fea* 
of failure ; and secondly, the social rank of an occapalioB- 
depends more on the highest dignity and ihe best positloa 
which can be attained through it, (ban on the average good 
fortune of those engaged in it. The learned professions oBef 
such high attractions independently of the earnings to be got 
in them, that their average earnings are much lower than what 
could be earned by an equal amount of trained ability and in- 
dustry in other occupations. 

§ 5. Next, to consider the various industrial qualities 
physical, mental and moral, that may be wanted in a trad&. 
A man's physical and moral qualities depend chiefly upo« 
the character of his home in youth. If he was well fed an^ 
housed, if his father, and what is perhaps more important, ^ 
his mother had energy and kindness and honesty, he is pretty 
sure to have those physical and moral qualities which are a 
necessary condition of industrial efliciency. That part of % 
man's wages which he owes to his education may be regarded 
as a kind of priifii on the capital invested in it: that part' 
which he owes to exceptional natural qualities may be t^ 
garded as a kind of r^a/j that is, it is the income derived fr<^ 
an agent of production the supply of which is determined bf 
natural causes, and not by the deliberate outlay of human 
effort for the sake of fumre advantage. 

The wages in a trade that requires only physical strength, 
when they are paid by the day, are generally very low; ' 
when they are paid by the piece, as in the case of navvies, an 
exceptionally strong man can sometimes earn high w^est 
Much work that requires great strength is also to some extent' 
dirty and disagreeable ; and when it requires specially trainedl 
skiU, and that intelligence and judgment which find a gooct' 
market in any trade, it receives very high wages. For instance 
many of those engaged in iron and glass works must have great 
natural intelligence and a long special training. They are often 
thrown out of employment by depressions of trade, and their 
skill would be tiseJess to them if (ot aTiy reason they had U) 
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leave the trade. Their work is dirty and disagreeable, and it 
requires great physical strength, and a power, which many 
strong men have not, of enduring great and sudden variations 
of heat and cold. So it is not to be wondered at that in times of 
prosperity the best iron heaters and glass-blowers, working 
piece work, can earn wages many times as high as those of 
some to whom custom has given a higher social position. 

Many kinds of office work require a rare combination of 
high mental and moral qualities; but almost any one can be 
easily taught to do the work of a copying clerk, and probably 
there will soon be few men or women in England who cannot, 
write fairly well When all can write, the work of copying,- 
which used to earn higher wages than almost any kind 
of manual labour, will rank among unskilled trades. In fact 
the better kinds of artisan work educate a man more, and will 
be better paid than those kinds of clerk's work which call for 
neither judgment nor responsibility. The best thing that an 
artisan can do for his son is to bring him up to do thoroughly 
the work that lies at his hand, so that he may understand the 
mechanical, chemical or other scientific principles that bear upon 
it ; and may enter into the spirit of any new improvement that 
may be made in it. If his son should prove to have good 
natural abilities, he is far more likely to rise to a high position 
in the world from the bench of an artisan than from the desk of 
a clerk. 

§ 6. Next, if we compare those industrial qualities which 
are Non-specialised, and can be turned to account in many 
trades, with those which are Specialised to one trade, we 
shall find that the former are rising in importance relatively to 
the latter. 

It has already been remarked that the division of labour 
sometimes enables a man to pass easily between trades which 
used to be totally distinct^ This remark may be extended. 
The great tendency of the growth of machinery is to supplant 
manual work which requires only physical strength, or skill 
that is got by the constant practice of one set of movements. 
Machinery can make uniform movements more accurately and 
effectively than man can ; and most of the work which was 
done by those who were specially skilful with their fingers a 
few generations ago, is now done by machinery; and since 
machinery does not incroach much on that manual work which 
requires judgment, while the management of machinery generally 
does require judgment, there is a much greater demand now. 
than formerly for intelligence and resource. Those qualities 
which enable men to decide rightly and quickly in new and 

^ Book I. ch. viu. 1 9. 
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difficult cases, are the common property of the better class of 
workmen in almost every trade ; and a person who has acquired 
them in one trade can easily transfer them to another. They 
are Non-Specialised. It is however true that there is mucli 
technical trade knowledge with regard to processes and th4 
quality of materials, which is of little use save in the trade tq| 
which it was acquired; and the progress of industry tends ta 
increase the amount of the Specialised knowledge which is 
needed by the belter class of workmen in almost every trade- ^^ 

§ 7. We have seen that the supply of skilled labour is n 
adjusted to the demand for it as easily as the supply of 
vendible commodity is adjusted to the demand for iL For a 
capitalist can devote his capital to producing any commodihl 
which is in great demand, and obtain his reward Jn the higfc 
price that he gets for it. But if a capitalist goes to the expens<t 
of increasing the supply of skilled labourers in any trade, thft 
skill when acquired will belong, not to him, but to those; 
whom he has educated. The only partial exception to this rul<t 
is met with in the system of apprenticeships. This system doe^ 
enable capitalists to invest some capital profitably to them* 
selves in the education of the sons of the poorer classes. ' * 
some cases the employer pays a lad considerable wages 
several years during which he is learning the trade ; bii( 
during the last two or three years of his apprenticeship, the* 
lad's work is worth much more than the wages for which he is 
bound to serve by the terms of the apprenticeship; and thus 
repays with interest the expense which his master incurred for 
him, both in paying him wages and in loss from his spoiling 
material and his clumsy use of tools. But the system labour*^ 
under some disadvantages. The spirit of the age in Englane^ 
and to an even greater extent in new countries, renders lad«. 
unwilling to be bound to a master for a long period of years.] 
Moreover in Adam Smith's time it was complained that: 
masters often neglected to give proper instruction to thchr" 
apprentices, and this evil is greater now than it was then.-. 
For the lad used to be taught by the master, who had a direct 
interest in teaching him well ; while now he is taught by a 
hired workman who generally has no such Interest. But if 
the workman is the apprentice's father he will take pains with 
the lad; and therefore employers like to have as apprentices 
the sons of those already in their employ ; and fathers lika 
to have their sons apprenticed under them. Something like & 
trade caste has grown up in this way in glass blowing and 
some other trades. 

As we have seen, the rate of interest at which parents 
discount future advantages to their sons increases with the 
narrowness of their education and \he pressure of immediate 
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want This fact aflfords a strong argument in favour of any 
public or private action which may aid the poorer classes of 
•parents in giving an improved education to their children. 
In this matter Government will find a direct pecuniary gain 
in doing what a private individual will not do unless from a 
sense of duty. A Government which can borrow money, as ours 
can, at a little over three per cent, interest, may make a good 
investment by spending money on education, and thus ad- 
vancing the capital which the poor man has no means of 
borrowing at any tolerable rate of interest. About a tenth of 
the total income of the country is paid to Government in 
Imperial and Local taxes; so that with the present rate of 
taxes Government will gain about a tenth of whatever increase 
in the national wealth comes from an improved system of 
education. And it is probable that this tenth would be suf- 
ficient to repay with interest any outlay that Government may 
make on that general and technical education, which is required 
to enable Englishmen to hold their own in competition with 
those who have been taught in the admirable schools, that are to 
be found in some foreign countries. 



Jf. 



CHAPTER IX. 



SUPPLY OF BUSINESS POWER. 



§ I. Let us next inquire what are the causes which deter- 
mine the supply of business power of different kinds ; and how 
the rate of Earnings of Management in a trade affects the 
supply of business power in it 

The successful barrister or physician may obtain earnings 
equal to those of three hundred unskilled labourers ; but on the 
whole the most highly paid work is that of business manage- 
ment It is only within the last few generations that this work 
has taken its present shape : it is only quite recently, and only 
in a few countries, that much intellect of the highest order has 
been required for, and given to, the task of conducting manu- 
facturing and commercial enterprises. 

In old times there was little variation in the character of the 
things that were made, or in the manner of making them. 
Inventions came slowly; in some trades new processes were 
scarce discovered once in a century ; and after they had been 
once discovered, a generation or more might elapse before they 
came into general use. The business man of former times 
required industry, sound judgment, and the power of dealing 
with men ; but he could very often get on without much faculty 
for originating new schemes. But now the manufactiu-er or 
merchant who controls a large capital cannot be sure even of 
holding his own unless he is quick to take advantage of new in- 
ventions, and has some power of striking out new lines for 
himself. The difficulty of this work of pioneering is increasing 
in many ways. For fashion and taste change more rapidly 
than they used to do ; and these changes affect the great 
masses of the population, and not only the upper classes as in 
the olden times. And again every change in the manner of 
'^aaying on any trade alters the c\iai2LC\s,i of the things that it 
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wants to buy from other trades, and each trade buys from and 
sells to many more trades now than formerly. A manufacturer 
has to watch the progress of the trades to which he sells, as 
well as of his own. 

Again, those nations which had no manufactures were con* 
tent till lately to buy any of the ordinary English goods that 
would at all serve their purpose. But now the English manu- 
facturer meets the competition of Americans and others, who 
make a special study of the needs of each backward country. 
To hold his own, he must vary the machines and implements 
and other things which he offers to other countries so as to 
suit various climates and various soils ; he must meet the 
special requirements of races of different temperaments and 
habits, and in different phases of civilization. This requires 
wide knowledge and a constant activity of intellect. 

Much of the work of business is then so difficult, and re- 
quires so much special training and such a rare combination of 
natural qualities, that the Earnings of Management got by it 
may be very high, without there being many men who can do 
the work and get these high earnings. 

§ 2. We have already seen that the faculties required by 
the skilled workman, — his Personal capital — may be classed as 
Specialised and Non-specialised. The skill and knowledge 
which are of little use save in the trade in which they have been 
acquired are Specialised capital ; the general ability and re- 
source, the energy and strength of character, the honesty and 
steadiness, which can be easily transferred from one trade to 
another, are Non-specialised capital. And we have seen that 
the progress of invention tends to diminish the importance of 
mere manual skill, and of the knowledge of the rules of thumb 
that have been handed down from earlier generations, and that 
therefore in many, though not in all trades, the importance of the 
workman's Specialised qualities has diminished relatively to his 
Non-specialised. 

The same change is going on with greater rapidity in the 

case of the employer. The employer who was "master of his 

men'' in this sense that, if any of them were doing their work 

badly, he could shew them how to do it better, is becoming rare 

in many trades ; and much work that used to be done by the 

head of a business is now done by foremen, overlookers, and 

sub-contractors. This change is to be regretted ; it tends to 

impair the thoroughness of work, and it causes estrangement 

between the employer and the employed by lessening his 

personal influence over them. But evil as the change is in some 

respects, it has the advantage of leaving the whole time atvd 

energy of the head of the business free for 'w\vaX\v2J5\i^c.Q»TCvR.^ vcv 

this modern phase of the division of \a\ioux, YiAS OcarS. ^^^C«- 
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Bagffccc <.M i i i pai e s fcfs: to doe nrfTfrar r miiini^r»ii er of modem 
rlTPTf ivbo, rngffgff c£ n-yrrg' izL due &zr hmwrtf", sees at the f^ 
ead of 2. crifgraph-wire wtm. hfs head over same papers^ and 
directs ard crg^zizes ^tn a cisc3zxc£. It is his wofk to stndy 
■ han^^^s in the markets iz. wfticli he beys, and za diose in viiidi 
lie sells ; jo be on the alert £cr cev vuts aad new inTendons^ 
xnd to devise nev rrrndf^ of gwi.ti^ over xxev <£&nlties. 
And xncst cf the qzal=±es that are reqoired lor dris woric aie 
Xco-specialised. They depecd partly gel early trainings P^itly 
on the educatioa of bcsiness ; boi il ed-t'arfti fa ooe trade diey 
can be transferred to az^jther. 

It is true thai a man who is not mrSL acqoaznfccd widi die 
trcliTifra] details of the trade in which he is engaged, is at some 
disadTantage, howerer great be his general or Noa>speda]ised 
bosiness power. Bat, as Bagehot points oat, die disadrantagie 
need not be rery great if he has a competent staff of sob- 
ordinates who possess the requisite detaOed knowiedge. So 
that the head or manag-ng^ mind of a bcsiness may lose less 
than those who work under him would by changing his trade. 
A minister of state maT move from the Indian Omce to the 

« 

Foreign Office, or from the Poor Law Board to the Admiralty, 
without any great loss of efficiency. He obtains informadon on 
technical details from the permanent Secretaries and deiks 
under him. His judgment and sagacity are as useful in one 
office as in another, whQe much of the technical knowledge of 
his subordinates is of litde ralue save in that office in which it 
has been acquired It is true that *^ Litde good for the most 
part comes of people who have been brought up on one side of 
the business world going quite to the other side, of fumers* sons 
going to cotton spinning, or of lacemakers* sons going into 
shipping. Each sort of trade has a tradidon of its own, which 
is never written, probably could not be ^kiitten, which can only 
be learnt in fragments, and which is best taken in early life, 
before the mind is shaped and the ideas fixed But each trade 
in modem conunerce is surrounded by subsidiary and kindred 
trades, which familiarise the imagination iK-ith it, and make its 
state known ^^ And when high profits are being made in that 
trade, business power comes into it from the surrounding 
trades. 

§ 3. We have seen that the supply of skilled workers in any 
trade depends on the estimate that men form for themselves, 
and parents form for their children, of its Net Advantages on 
the one hand, and of the difficulties of preparing for and enter- 
ing it on the other. We saw that if they made their calcula- 
tions correctly, and if there were no natural or aruficial barriers 
against entering a trade, the supply would be so adjusted to the 

> In Fortnightly Review^ \o\. 'XTR.. 



SUPPLY 0? BUSINESS POWER. 117 

demand that the Net Advantages of being in that trade would 
correspond to the trouble and expense of preparing for it. And 
we have now seen how the supply of business power in a trade 
is increased by a rise in the Earnings of Management that can be 
got in it. But the case of business power differs from that of 
skilled labour in several respects. 

Firstly, the average Earnings of Management cannot be 
easily ascertained. It is comparatively easy to find out the 
wages of bricklayers or puddlers by striking an average between 
the wages that are earned by men of various degrees of efficiency, 
and allowing for the inconstancy of their employment. But the 
Earnings of Management which a man is getting, can only be 
found after making up a careful account of the net profits of his 
business, and deducting interest on his capital. The exact 
state of his affairs is often not known by himself ; and it can 
seldom be guessed at all accurately even by those who are in 
the same trade with himself. It is not true even in a little 
village at the present day that every one knows all his neigh- 
bour's affairs. " The village innkeeper, publican or shopkeeper, 
who is making a small fortune does not invite competition by 
telling his neighbours of his profits, and the man who is not 
doing well does not alarm his creditors by exposing the state of 
his affairs ^'* But what we are now discussing are the causes 
that determine the supply of business power in each trade in 
the long run; and the average rate of profits in a trade can- 
not rise or fall much without general attention being attracted to 
the change before long. And though it is a more difficult task 
for a business man than for a skilled labourer to find out 
whether he could improve his prospects by changing his trade, 
yet the business man has great opportunities for discovering 
whatever can be found out about the present and future of other 
trades ; if he wishes to change his trade, he can, as we have 
seen, generally do so more easily than the skilled workman 
can ; and he can choose any trade for his son. 

Secondly, the supply of business power in a trade differs 
from the supply of skilled, labour in being partly dependent on 
the supply of capital necessary to give it scope. But this 
difference again is less important than it appears. We cannot 
properly examine here the banking and other modern agencies 
by which capital is transferred from where it is not wanted to 
where it is wanted. For our present purpose it is sufficient to 
assume that "A very great many of the strongest heads in 
England spend their minds on little else than thinking whether 
other people will pay their debts. And the combined aggregate 
of these persons is a prepared machine ready to carry capital in 

^ Cliffe Leslie in Fortnightly i^wirvO, noV'X.'s.n. 
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any ^traHtinin Tbe moment any set of traders vant fap?faT^ 
die be^ of them, those whose promises are known, to be good, 
fet it in a mfnnTr, because it is lying^ ready in the hands of 
those who know, and who live by knowing, that they are fit to 
hare it ^.^ A man who has basiness power and a. little capital can 
get more capital. If he turns ihis to good account his improred 
' ion will enable him to borrow still more ; and thos before 




he may wield a czipital so Lirge that his profits leave him a 
rich income after paying interest on what he has borrowed. 
Again, a man withotit capital may be takpn into private partner- 
ship by others ; or he may become the manager ot a joint-sto<^ 
campany. *^ It is no kinger tnze that a man becomes an 
employer because he is a capitalist. Men command capital 
because they have the qualificadons to profitably enx{doy labour. 
To these fapraitKc of indostry or organizers of industry capital 
and labour alike resort for the opportunity to pertbrm their 
several functions ^^ 

We may conclude then that though, there are several differ- 
ences between the case of business power and that of skilled 
labour, yet these diS*rences do not prevent the supfdy of busi- 
ness power in a trade from being determined in all essential 
reelects in the same way as the supply of skilled labour. We 
sh^ however see further on that the Earnings of Manage- 
ment of a man working with borrowed capital £aR shoit of 
the income of a man of equal ability working with his oivn 
capital by more than the mere interest on it. 

1 Bagrfiot, I.e. 

* Walker jm W^jbt, ch. XIT. 
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INTEREST. 



§ I. The Laws of Normal Supply of capital and of different 
kinds of industry have now been examined. Our next step is to 
investigate the relation between Normal Supply and Demand, 
and the way in which the Normal interest on capital, and the 
Normal earnings of each kind of industry, are determined. 

We have seen^ that the total net annual produce of a 
country's capital and industry, after rent and taxes have been 
deducted from it, consists of interest on capital, and the earnings 
of different kinds of industry ; and we have called it the Eam- 
ings-and-interest Fund. The share which capital obtains of 
this Fund depends firstly upon the amount of the Fund, and 
secondly on the manner in which it is divided. 

Firstly, with regard to the amount of the Eamings-and- 
interest Fund that is obtained by a given amount of capital 
and labour. This depends on the extent and the richness of 
the natural sources ot agricultural and mineral wealth, on the 
progress that has been made in the arts of agriculture, mining, 
and manufacture, and on the means that nature and art have 
provided for conveying men, goods and news rapidly and in- 
expensively from one place to another. A country which has 
abundant and easy communication with distant places can 
often obtain a very high return to her capital and labour even 
though her own soil be poor ; for the concentration of her 
industry may give her such advantages in manufacture and in 
the carrying trade that she can purchase much of her food 
and raw material from abroad at a moderate cost. But the 
highest returns of all are obtained in new countries where the 
arts of civilization are used in turning to account the rich 
resources of Nature; this condition howevfer cannot be fully 
satisfied unless the population is sufHciently dense to enable 
them to organize easy means of communication with one 
another and avail themselves of the Division of labour* 

* Book II. cK -vi. % a. 



I20 BOOK II. CHAP. X. 5 2. 

Such then are the causes which determine the amount of tho 
Eamings-and-interest Fund which Nature returns to a given 
amount of capilal and industry. Our next step is to inquire; 
how this Fund is divided into the share which capital takes a^ 
interest, and that which industry takes as earnings. After- 
wards we shall have to inquire how the share which goes to 
industry is divided among the various ranks of unskilled and' 
skilled labour, and business power. 

When a capitalist employs his own capital in business, he 
must he reckoned both among those who supply the capital 
which aids industry in production, and among those whosa 
industry forms the demand for the aid of capital. The interest 
which he gels for his capital is not clearly marked off in practice 
from the Earnings of Management which he gels by his work; 
the two are reckoned together under the name of profits. But 
for the purposes of theory we must distinguish between the' 
two : we must regard as interest that part of his income which 
he could get by lending his capital to be used by others j just 
as, if a man cultivates his own land, we must regard as rent 
that portion of his income which he could get by letting the 
land to others. 

§ 2. The rate of interest which results from the division , 
of the Earnings-and-interest Fund into the shares of capital 
and industry will be found to depend upon the urgency of the 
demand of industry for the aid of capital. 

In a civilised state all production requires both capita] and 
industry ; each of these demands the aid of the other, but not- 
to the same extent at different times and places. If in 
place there is an abundant supply of industry and a scj 
supply of capital, while such methods of production are usedas tff ' 
give those who are working with much Auxiliary capital a grnti 
advantage over those who are working with little ; then thft' 
demand of industry for the aid of capital will be urgent. That 
is to say, a given amount of capital employed in productioft 
will be able to get a large share of the produce which it aids 
industry in raising ; because industry is in urgent need of thfl 
assistance of a great deal of capital, and the scarcity of capital 
enables the owners of it to hold out for very advantageous 
terms without running any risk of its being lelt unemployed. 

Conversely, the demand of industry for the aid of capita^ 
will not be urgent if there is a large supply of capital in proportion^ 
to the population, and the methods of production arc such tha£' 
no great gain would arise from an increase in the amount of 
Auxiliary capital used. Industry will not then be compelieij 
to resign to capital enough of the produce to afford a high rale 
of interest. 

Thus we see (hat, other things 'be'wig eopTij ■an mcrease of I 
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capital wUl diminish the competition of industry for the aid uf 
capital ; and will tend to raise earnings at the expense of 
interest. In just the same way, other things being equal, an 
increase of population, capital being stationary, will incre 
the competition of industry for the aid of capital, and will ri 
interest at the expense of earnings. 

But other things do not generally remain equal The pro- 
^"ess of civilization increases the demand of industry for the 
aid of capital independently of any increase in the population of 
the country. For it causes a continual increase in the amount 
and expensiveness of the machinery and other things which 
men use as means to the attainment of their ends. Let us look 
at some instances of this change. 

Formerlj' men pumped up by hand, or brought in buckets 
whatever water they wanted. Now water- companies erect 
expensive works, and the water flows where it is wanted. Every 
such water-supply represents effort economised by being 
capitalised. So all the modern contrivances for lighting and 
draining towns, for carrying men and goods by railways and 
■canals, and for carrying news by telegraph, enable men to attain 
their ends with much less total effort than they otherwise could, 
on condition that they capitalise a large part of their effort j 
that is on condition that they make a great outlay at starting in 
the expectation of being rewarded by the benefits they will 
■derive from it in the course of years. Again, the more durahle 
the Fixed capital that is used, ttie larger the total amount of the 
capital that can be employed. For instance the amount of 
capital which can profitably be invested in the buildings of a 
country increases rapidly when massive stone buildings begin 
to displace wooden fabrics that are quickly built and that 
quickly perish. This change is now going on in America. 

Almost every important invention leads to an increase of the 
scope for the profitable employment of capital Whenever a 
machine is made to do work that used to be done by hand, the 
scope for the employment of capital is increased. The Nflt 
Betnm of a machine may be defined as the value of the work 
that it does after allowing for Depreciation and the expenses of 
working it, including the Earnings of Management. Machines 
are often invented which cannot be used because their Net 
Return would not afford the market rate of interest on the 
capital invested in them. In course of time, when the machine 
is improved so that its Net Return would afford this interest, it 
is brought into use, and offers a fresh field for capital. Thus 
every increase in the advantages that can be obtained by the 
use of expensive machinery increases the scope for the profit- 
able employment of capital, and thus raises the rate of interest. 

We see then that an inaease in tW i«.t^\V\^ liV 'sXtaSi 



capital, and an extended, use ol* machinery and other Auxiiiarjr 
capital, increase the amount of capital which is required to; 
assist and give employment to industry ; conversely every sudk 
change diminishes the araount of industry which is required W 
assist and give employment to capital. Every such change. 
increases the demand of industry for the aid of capitaL 

§ 3. Next, the amount of capital, of which the aid in 
production is demanded by a given population in a given stato 
of the arts of production, depiends on the rate of intere 
which they can obtain its aid. 

To fix the ideas, let us take some particular trade, say that, 
of hatmaking, and inquire what determines the amoui 
capital which it absorbs. Suppose that the rate of interE 
4 per cent, per annum on perfectly good security ; and that the 
hatmaking trade absorbs a capital of one million pounds. Tfaii 
implies that there is a million pounds worth of capital whtc^ 
the hatmaking trade can turn to so good account that they 
would pay 4 per cent, per annum net for the use of it rather 
than go without it : net, that is e.tctusive of all allowances for 
Trade and Personal Risks ami Depreciation. Some things 
are necessary to them ; Ihey must have not only some foo(^ 
clothing, and houseroom, but also some Circulating capital such' 
as raw material and some Fixed capital such as tools and pierha^' 
a little machinery. 

Of course competition prevents anything more than the ordi- 
nary trade prolit being got by the use of this capital ; but the loM 
of it would be so injurious that those in the trade would have' 
willing to pay 50 per cent on the capital, if they could not 
got the use of it on easier terms. There may be other 
chinery which the trade would have refused to dispense 
if the rate of interest had been 20 per cent, per annum, but not 
if it had been higher. If the rate had been 10 per cent., siiB 
more would have been used ; if it had been 7 per cent, stiB 
more ; if 5 per cent., still more ; and finaOy the rate being 4. pM 
cent, thej; use more still. When they have this amoimt the: 
Final Utility, as we may say, of the machinery, i.e. the utili^ 
of that machinery which it is only just worth their while Id 
employ, is measured by 4 per cent. A rise in the rate O 
interest would check their use of machinery ; for they woult 
avoid the use of all that did not give a net annual surplus 01 
more than 4 per cent, on its value. And a fall in the rate of. 
interest would lead them to demand the aid of more capital, 
and to introduce machinery which gave a net annual surplus of 
something less than 4 per cent, on its value. Again, the lower 
the rate of interest the more substantial will be the style of 
bai)d'ing used for the hatmaking factories and the homes of the 
hatmakers. And a fall in the rale o( inteiest will lead r '""" 
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emplo>Tneni of more capital in the halmaking trade in the form 
of larger slocks of raw material and of the finished commodity 
ia the hands of retail dealers. 

A fall in the rate of interest would increase the demand for 
capital on the part of some trades more than of others. A 
century ago it would have had little effect upon agriculture ; but 
now it would much promote the use of farming machinery and 
of improvements the return to which is expected to be spread 
over a long period of years. In cotton manufacture, again, it 
would have but little effect, because the work of that trade is of 
so uniform a character, and on so large a scale, as to give 
continuous employment to almost any machine that can be 
invented for it ; thoi^^h even in that trade an increased command 
over capital will quicken the adoption of improvements In 
machinery. But in the wood and iron manufacturing trades 
there are a great many machines which it would be economical 
to use if they could be kept continually at work ; but for which 
small factories can only find occasional employment. The use 
of such machinery would be increased by a fall in the rate of 
interest 

Of course there are some years of depression of trade in 
which the Net Return of a good deal of machinery is nothing 
at all ; and again some machinery is made which never gives 
any Net Return. But if we look at average results, we find 
that the Net annual Return of the machinery and other capital 
in use in a country just affords interest on its value at the rate 
current there. If for instance we supposed, what is about the 
(act, that the rate of interest in England is 4. per cent., and that 
all the various trades of England employ between them in 
different ways a capital of ;£4,ooo,ooo,oqo ; this would show that 
^4,000,000,000 is just that amount of capital which can be 
employed in England at the present time without the use of any 
which is thought likely, after allowing for risks, to give an 
annual Net Return of less than 4 per cent, on its value. 

§ 4. Thus the Demand for the loan of capital obeys a law 
sitnilar to that which holds for the sale of commodities. Just 
as there is a certain amount of a commodity which can find 
piwchasers at anygiven price, and when the price rises the amount 
that can be sold diminishes, so it is with regard to the use of 
capitaL In any given state of the arts of production in a 
country, there is a certain amount of capital which it would be 
worth while for the various trades to employ in industry if they 
have to allow capital's share of the year's Eamings-and- interest 
Fund to be 7 per cent, on the capital ; or, as we may say, if they 
have to pay 7 per cent, per annum for the use of capital. If 
they have to pay 6 per cent, for its use, it will be worth their 
while to employ a larger amount ; if 5 pec ttw.. ^VM^ct ■^.^^snim 
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still; if 4percent. a larger amount still; and so on. And the 
Law of Demand for capital h -. — 

The Demand for capital increases with every increase ii. . 

the numhers of the population, the natural resources 

of the country, the efficiency of the arts of production,,' 

the scope that these arts afford for the employment of 

Auxiliary capital, and the durability of Fixed capita),, 

The rate of interest at which capital can find emplo)^ 

tnent in a country with any given industrial populatioftl 

in any given state of the arts of production, depends oft 

the amount of the capital offered for loan. It rises; 

with a diminution and falls with an increase of this 

amount. Conversely, the amount of capital for which' 

occupation can be found, increases with a fall and 

diminishes with a rise in the rate of interest at which 

capital is offered on loan. The current rale of interest 

measures the Final Utility of capita! to each borrower ; 

that is the advantage to him of the use of that 

capita! which he is only just induced to employ. 

§ 5. The rale of interest is in equilibrium when it i 

just that at which the whole supply of capital can find em-r' 

ployment. i 

The annual addition to the capital of a country is seldom- 

any considerable part of the whole, so that if we consider onljf. 

short periods of time we may, without any great error, regard 

the supply as fixed during that time. On this supposition, the 

Law of the rate of interest becomes similar to that of the valuO' 

of a commodity, the amount of which cannot be increased J 

Demand is the sole regulator of value. The rate of interest isr 

then simply determined as just that which will call forth t 

demand for the existing capital. 

§ 6. But when we are considering long periods of time WC^ 
cannot neglect the influence which the rate of interest exercises 
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to that which we made when we supposed the supply of c _ 
to be fixed independently of the rate of interest. Let tis now 
suppose that the rate of interest, — the price that can be obtainedl 
for the use of capita! — exercises an overwhelming influence < 
the accumulation of capital. 

Let us imagine for instance that people would save rapidljr 
if they could obtain 5 per cent, per annum interest for thetc 
capital ; but that if they could not obtain as high a rate as this, 
many of them would cease to save and begin to consume theiri 
capital. In this case the Normal rate of interest for secare 
in vestments would be fixed at 5 per cent. For so long as the rale 
of interest U'as more tlian 5 pet ceivt., ca.^\\.-il. would accumulaie 
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rapidly. The growth of capita! would make the division of the 
produce more favourable to industry and less favourable to 
capita! ; earnings would rise and interest would fall. If it fell 
below 5 per cent., the accumulation of capital would be checked, 
and many would consume their capital. The demand of in- 
dustry for the aid of capital would thus be increased, the divi- 
sion of the produce would become more favourable to capital ; 
earnings would fall, and the rate of interest would rise again to 
S per cent., and so on. Thus a rate of interest of S per cent, 
per annum would be the Centre or Normal value toward which 
the remuneration of abstinence continually gravitated, and any 
deviation from which would be but a temporary irregularity, 
which the moment it exists, sets forces in motion tending to 

On this assumption the Normal rate of Interest would be 
fixed at 5 per cent, independently of all changes in the field for 
the employment of capital ; such as the opening up of rich new 
countries, or inventions that gave room for vast extensions of 
Fixed capital. Of course such a change might raise the rate of 
interest temporarily ; but since this rise would, on our present 
hypothesis, call rapidly into existence avast increase of capital, 
interest would not remain for any considerable time higher than 
5 per cent. On this supposition the Normal rate of interest 
would be rigidly fixed in the same way as is the Normal value 
of a commodity, the Expenses of production of which are inde- 
pendent of the amount produced'. 

§ 7. But in fact the influence which the rate of interest 
exerts on the accumulation of capital is much weaker than 
we have supposed it to be in this imaginary case. The motives 
which men have for saving are various, and their characters 
differ widely; some will be improvident however high be 
the rate of interest; and however low it be, others will save 
for their families and for their own old age. On the whole 
a fall in the rate of interest in a country is likely to check 
the growth of capital in some ways, and to promote it in 
others, but the latter effects are on a smaller scale than 
the former, so that a fall in the rate of interest will diminish 
the rate of accumulation of capital to some extent, though often 
only to a small extent'. 

lie Law of Supply of capital is then that :— 

The natural resources, and the numbers of the industrial 
population of a country, and the state of the arts 
of production in it, constitute the field of employment 
for capital, and determine the rate of interest at which 
any given amount of capital can be employed in 

' See Book )r. ch. v. g 3, ■ ^■ioV\. dtv.-tv.^ v 
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it. The rate is in equilibrium when it is just that 
at which the whole supply of capital can find employ- 
ment. The supply depends upon the slow operation 
of many causes, one of which is the rate of interest. 
Combining this with the Law of Demand we get the Law of 
the Nonnal Rate of Interest, which is :— 

When the economic conditions of a country have been 
nearly uniform for a long period of time, the supply of 
capital is such, that the rate of interest which can be 
obtained for it is that which has been required to cause 
this supply to be forthcoming; and the rate thus deter- 
mined is the Normal rate. 
§ 8. The greater part of the capital in England has 
been accumulated since the country entered on the economic 
phase in which it is now; and the Normal rate here is 
about four per cent, a year on good security. In the case of 
England the influence which foreign markets exert on the rate 
of interest is of primary importance. If the rate were to rise 
much above four per cent., a great deal of capital that is now 
sent abroad for investment would be retained at home. More 
capital would be employed here ; the demand of capital for the 
aid of industry would rise; and this would make wages rise 
at the expense of interest. On the other hand, if the rate were 
to fall much below four per cent., the amount of capital seeking 
investment here would diminish; there would be less com- 
petition on the part of capital for the aid of industry; the 
division of the produce of capital and industry would be more 
favourable to capital ; and the rate of interest would rise. 

The Normal rate of interest in England does not seem likely 
to deviate much from four per cent, for some time to come ; but 
it may be slowly altered by changes in the field of employment, 
while the market rate of interest is oscillating rapidly up and 
down on either side of the Normal rate as a centre. 

§ 9. Before the invention of the steam-engine it seemed 
likely that the Normal rate of interest in Western Europe would 
soon become lower than it is now. The changes that have come 
over the face of modern industry have given room for the 
profitable employment of a vast amount of Auxiliary capital 
of which ;£7oo,ooo,ooo have been invested in English railways. 
Successive inventions together with the development of foreign 
commerce have enabled capital to increase much faster than 
population, without causing any fall in the rate of interest And 
history records several other periods during which the wealth 
and capital of a nation increased very rapidly, while at the same 
time the opening out of new fields for the employment of capital 
was causing a rise in the rate of interest. 

In new countries the return w\ucVi ivaXuxt ^v^^ \.o TaaxJ^ 
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work is often so rich that, though the wages of labour are high, 
ten per cent, or more can be got for the use of capital. But 
capital rushes in from older countries; and before a district 
has been occupied for many generations, the richest natural 
sources of wealth become private property for which a high rent 
is demanded. And then the produce which remains to be 
divided between capital and labour, the Eamings-and-interest 
Fund, obeys the Law of Diminishing Return and does not 
increase as fast as the capital increases : so that it no longer 
affords a very much higher rate of interest than that which can 
be had in older countries. A rate of eight per cent, on sound 
investments has spread like a wave steadily over the greater part 
of the North American Continent; and this is being followed by 
waves of seven and of six and even five per cent, interest that 
have already started on their way westward and southward from 
the Northern Atlantic States. 

§ 10. It is difficult to forecast the distant future of the rate 
of interest. Hitherto the progress of civilization has increased 
the willingness to save at a low rate. In old countries, 
in which men are accustomed to work patiently for small gains 
and to value highly the possession of a secure income, a 
low rate of interest seems to have little effect in checking 
the accumulation of capital. In England for instance, in spite 
of the low rate of interest, the capital of the country is increasing 
at the average rate of about ;£20o,ooo,ooo annually, that is 
by a little more than a thirtieth of its total amount. If this rate 
of increase were sustained for four hundred years, the capital 
owned by Englishmen would be multiplied a million fold, and in 
eight hundred years a billion fold. But however high the hopes 
we may have of the future progress of the arts of production, we 
cannot suppose that there will ever be a field for the profitable 
employment of as much capital as this. Sooner or later the 
rapid growth of capital must increase the competition of capital 
for the aid of labour, and diminish the competition of labour 
for the aid of capital ; so that capital's share of the total net 
produce wiU cease to be proportionately as large as before. 
And, at the same time, the total net produce that can be 
obtained by a given amount of capital and labour will diminish 
according to the Law of Diminishing Return. So that ulti- 
mately the Normal rate of interest will fall. 

There is no reason to think that it will fall rapidly down to 
a minimum and then remain stationary. Rather should we 
expect that, with some slight oscillations, the Normal rate 
of interest will keep on falling, but that the rate of its fall will 
become continually slower and slower. It is thus likely never 
to attain but always to be approaching its mininuw.^ B.vs5l 
we have no means of guessing wYiaX xVkaX tninimuvx ^^\sfc. 




5 I. We have seen how the produce of land, capital ant 
industrj', eitclusive of rent and taxes, is divided into Interest anH 
Earnings ; into the share which remunerates abstinence, and' 
the share which remunerates work whether bodily or mental^ 
Let us now look at the way in which this latter part is Normally 
subdivided among unskilled labour and the different kinds c?^ 
skilled labour and of business power. 

We are not now concerned wiih the advantages whie^ 
custom or social opportunities or trade organisations give to tbg 
various ranks of industry in bargaining for their several shard 
of the Earnings- and- interest Fund; but when we come lodiscuj" 
the theory of Market wages in the next Book, we shall see hoi 
such advantages may cause the wages of a trade to divergte 
for a considerable time from their Normal level. 

Let us lirst inquire what constitutes the Normal demand 
for the work of each trade. This demand depends partly u 
the desire of consumers to obtain the things which that t 
produces or helps to produce, and partly upon the extent S 
which its aid is wanted by other industrial classes and the ownee 
of capital who take part in making these things. Thus tb 
demand for the work of a trade may be said to depend ol 
ihe competition for its aid in production. The meaning of this 
term may be made more clear by an illustration. 

The recent advance in England's wealth has caused 3 gi 
demand for building ; and those who produce other things h . 
had to give more of them than before for the purchase or hire C 
3 house. There has been an increased competition for the ail 
of the building trades, which has raised their wages and enable* 
ihem to obtain a larger share of the wealth of the country thaB 
before. Now suppose that during such a rise in the price o 
houses, there is a sudden check to the supply of (say) houa^ 
carpemers. The rest of the building trades will then find ij 
^dMcvk to obtain the aid of carpenlevs to supply roof^ lloon 
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t &C. And since the work of masons, plasterers, and master 
' builders will be of little use without such aid from the carpenters, 
[the competition of the other building trades for the aid of 
[carpenters will force up the wages of carpenters, and enable 
[«ach of them to obtain an exceptionally large share of tlie 
t Earnings- an d-intercst Fund. 

( This competition will not act directly; the masons will not 
Msk the carpenters Coassist them in their work, Itwill act indirectly 
tthrough the master builders ; for, as we shall see presently more 
[fclly, in all conflicts between the different industrial classes the 

E|«mployers of labour act as buffers, which absorb part of the 
ibrce of a blow, but pass on most of it to others. The scarcity of 
I carpenters will compel employers to offer thera higher and higher 
^Vages ; the consequent rise in the price of houses will check the 
v<Jemand for them ; the employers wiE have an over-abundant 
[>upply of masons and other laboiu-ers, and will lower their 
Wrages. Meanwhile the check to the building trade will increase 
[the competition among master builders, and so diminish their 
|©wn Earnings of Management. Thus the increased competi- 
Etion for the aid of carpenters will raise their wages, and this 
ftise will be obtained partly at the cost of those who require 
ftouses, partly at the' cost of the rest of the building trades 
'^including the master builders. 

L § 2. The demand for unskilled labour depends on the 
KompietitiQn there is for its aid, whether in producing things 
for in ministering directly to people's wants, it is increased 
[firstly by every increase in the amount of capital that is ready 
jito support and assist industry, and secondly by every increase 
[in the amount of business power and of skilled labour of various 
Kibinds, that are competing for the aid of unskilled labour in the 
bwork of production. 

[ When the wages of unskilled labourers exceed that amount 

Fwhich enables them to maintain the Standard of Comfort to 

[which they are accustomed, population increases fast ; but 

rahen ihey are less, the growth of population is checked. For 

Finstance, the daily wages of unskilled labourers in England 

have seldom been less than what would purchase half a 

|teck of wheat ; and they have seldom risen above what would 

porchase two pecks ; they have oscillated up and down between 

mese two limits. Kit were a fact that whenever the day wages 

Df unskilled labour were less than a peck of wheat, population 

diminished, and that whenever they were greater than a peck 

Bf wheat, population increased rapidly; then a peck of wheat 

Brouid be the Normal day wages of unskilled labour. For when 

I high rate of wages caused a rapid growth of unskilled labour, 

t would increase the competition of unskilled labour for t.b.e. 

tid of capital and of other classes ol inAuatt^-, aIl.i^^^^^'i■'i^ 
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lead to a. fall of wages ; conversely when a. low rate of wages 
checked the supply of unskilled labour, it would lead to an. 
increase in the competition on the part of capita and other 
classes of industry for the aid of unskilled labour; and this 
would lead to a rise of its wages. Thus a peck of wheat would 
be the centre or Normal value towards which the remuneration 
of unskilled labour constantly gravitated, and any deviatioa 
from which would be a temporary irreguiarity, which, th« 
moment it exists, sets forces in action tending to correct it. 

The Standard of Comfort is not in fact rigidly fixed. But 
yet it is, at anyplace and time, so nearly fixed, and does exercise 
so great an influence on the growth of population, that the- 
wages which afford the meansof maintaining this Standard may' 
fairly be called the Normal wages of unskilled labour there ana 
then. When wages are at this level they are in equilibriuui, 
unless there happens to be at the time a great change in 
the field of employment for labour. This is the Normal or 
Centre value about which fluctuations of Supply and fluctu- 
ations of Demand cause the wages of unskilled labour to 
oscillate. But the Normal value itself varies from place to 
place and from time to time with changes in the Standard o( 
Comfort of the people. A rise of wages cftused by an increased: 
demand for labour will be temporary, unless it lead to a rise in. 
the Standard of Comfort; in which case it will be permanent, 
and Normal wages will be raised. 

§ 3. Next with regard to various kinds of skilled labour. 
The demand for each class of skilled labour depends on the 
competition there is for its aid. It is increased firstly by 
every increase in the capital that is ready to support and assist 
industry, and secondly by every increase in theunskillediabour^", 
in the skilled labour of other classes, and in the business powfl^i 
that are competing for the aid of labour of this class. 

The causes which determine the supply of skill of any kind, 
in one generation are, as we have seen, chiefly to be sought in thS' 
opportunities and the habits of the previous generations, Tbifi' 
trouble and expense which parents will undei^o in preparing' theif 
son for his work depend on their means, their habits of focof, 
thought and self-denial, and their knowledge of and access A 
various trades. The poorer and the more ignorant parents ai^ 
the higher is the rate at which they are likely to discount thv 
wages which their son will receive at a future time. The lowei 
parents are in the social scale, the ^eater must be the advantages 
which they can procure for their son by a given outlay "*' 
his education in order that they may be induced to make it 

Parents generally bring up their sons In the same industrial 
grade as thch own ; there is so much freedom of intercourse 
between different trades of the same grade in the same place 
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that their wages (or more strictly their Net Advantages) 
seldom differ much for any long period together. Any increase 
in the inducements to parents to bring up their children to a 
trade, or to adults to enter it, increases the supply of labour in 
it ; the chief part of this supply being drawn from trades in the 
same grade with it. 

. Thus we are brought to the Law of NomialWageSr which is :— 
The amount of the Earnings-and-interest Fund, and the 
way in which it is divided into the shares of interest 
and earnings being already known, the wages of each 
trade depend on the way in which this latter share is 
sub-divided. The Normal wages of a trade are there- 
fore determined by the relation in which its wages (or 
more strictly, its Net Advantages), must stand to those 
of other trades in order that the supply of labour in it 
may be kept up, and this depends on the difficulty of 
the work to be done in it, on the expensiveness of the 
general and special education, and on the natural 
qualities, physical, mental and moral, required in it. 
Trades in the same industrial grade generally require an 
equally difficult and expensive education, and have 
equal wages. The lower the grade of a skilled occupa- 
tion, the higher is the ratio which its wages bear to the 
expenses of preparing for it. 
When a rise in the wages of a trade above the Normal 
value causes a rapid increase of the numbers in it, its members 
find a diminished competition on the part of others for their aid ; 
they are at a disadvantage in bargaining for their share of the 
produce of land, capital and industry, and their wages fall. Con- 
versely when a fall in the wages of this grade below the Normal 
value checks the increase of the numbers in it, the competition on 
the part of capital and the other classes of industry for the aid of 
this trade is increased, and its wages rise. But when the wages 
are at the Normal value they are in equilibrium; the growth 
of niunbers is neither so fast as to lower them, nor so slow as 
to raise them. Toward this value the wages of the trade 
continually gravitate, and any deviation from this rate is a tem- 
porary irregularity, which, the moment it exists, sets in motion 
forces tending to correct it. 

But these forces often act very slowly because of the friction 
of various social and economic obstacles that hinder men's pass- 
ing, from one trade to another, especially if they are in different 
grades ; and the "temporary irregularities" may extend over very 
long periods of time. Fluctuations of supply and demand cause 
the wages of each trade to oscillate above and below their 
Normal value; just as a floating coik osoAWaX^.'s* ^\^ ^•a.O^ 
passing wave, above and below the suxiac^ oi N^^ ^^"^^ "^?^^ 
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Normal wages of skill of various grades rise or fall slowly, as 
the tides rise or fall They change with those slow changes in 
the social condition of various ranks of the people which work 
themselves out in the course of many generations. 

The effect of progress is as a rule to increase the supply of 
intelligence and ability, so that if the difficulty of the work to be 
done did not increase, the wages of skilled labour would be 
likely to fall. And in fact the Task-wages, that is the wages 
that are paid for skilled labour of a given efficiency, are falling in 
many branches of manufacture ; though they are on the whole 
rising in some trades which are under specially favourable 
circumstances, as for instance the building trades. But the 
difficulty of the work to be done, and the intelligence required for 
doing it are increasing, and the average earnings of the workers 
— ^their Time- wages — are generally rising, even where their Task- 
wages are falling. 

§ 4. A rise in the Time-wages of any trade tends to diminish 
profits. But if the wages that are paid for work vary according 
to its efficiency — if Task- wages are unaltered — the share of the 
produce of industry that is left for others will be the same 
whether Time-wages are high or low. It is only where the rise 
in Time-wages is not accompanied by a corresponding increase 
in efficiency, and therefore Task-wages rise, that the change is 
injurious to capital. In fact when a labourer has to be supplied 
with costly machinery, a rise in Time-wages is a great benefit to 
capital, if it lead to such an increase of efficiency as to keep 
Task-wages unchanged. Of course the machine itself some- 
times "sets the pace," and an indifferent worker may be able to 
do all that is required. But such cases are much more rare 
than is generally thought. Of two weavers or two turners 
working side by side at similar looms or similar lathes driven 
by the same machinery, one will often do twenty per cent, more 
in a day than the other ; and it would be to the advantage of the 
employer to secure the energetic man by paying him more than 
twenty per cent, more Time-wages, that is, by paying him Task- 
wages at a little higher rate than he pays the inefficient man. 
For in this way he will turn his machinery and the space in his 
factory to the best account. 

Even in the case of unskilled labour it is to the advantage of 

capital that Time wages should rise, provided Task wages do 

not rise too. If two labourers at iSs, sl week will do as much 

work as three at 12^"., the former are in the long run cheaper. 

For they are likely to remain longer in full health and strength 

and to have healthier and stronger children than the others ; 

and a much heavier burden will be imposed on capital through 

the poor rates by three low-waged XVian \s^ two high-waged 

labourers. 
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There is however a limit beyond which a rise in the Time* 
wages of unskilled labourers will not cause a proportionate 
increase of their efficiency, and when this limit is passed any 
further rise in Time-wages will raise Task-wages too ; but even 
.then the rise of Task- wages will be slower than that of Time- 
wages. The growth of capital and the progress of the arts of 
manufacture will, if wars can be kept down, make the world rich 
enough to afford high wages for that little unskilled labour which 
cannot be supplanted by machinery. This increase of wealth 
will not indeed raise the wages of unskilled labourers if their 
Standard of Comfort remains low and they marry imprudently. 
But a time may come when the Standard of Comfort of un- 
skilled labourers will be such as to keep them from rapidly 
increasing their numbers, even though their wages have become 
as high in old countries as they are now in new countries. 

[§ 5. The influence which demand exerts on wages is some- 
times expressed by saying that under a system of free competi- 
tion every man's wages tend to be equal to the discounted value 
of the produce of his labour. 

Let us for instance imagine a thing to be made by unskilled 
labour alone without any superintendence, and without the aid 
of any capital except that which was advanced in the payment 
of wages. Suppose that this capital has been advanced gradually, 
some of it a short time, some a long time, on the average half-a- 
year before the thing is ready for sale. Let the rate of interest 
for six months, allowing for risk, be five per cent. Then if the 
thing can be sold for;^io5,the Discounted value of thishalf-a-year 
beforehand will be ;^ 100. And competition will tend to make the 
wages of those who made it equal to this Discounted value of ;^ 100. 

But a case as simple as this never occurs in practice. The 
earnings of many different kinds of industry, one of which is 
almost always that of Superintendence or Management, enter 
into the Expenses of production, and therefore into the price of 
almost everything that is sold. And in order to deduce from 
the price the earnings of one of these kinds, we must find out 
not only the interest on the capital employed but also the 
earnings of the other kinds of industry, and deduct them all from 
the value of the produce raised. We cannot then speak of the 
Discounted value of the work of anv one of these classes. But 
we may still speak of the "Net Return" of that labour. The 
Net Return of a machine was defined as the value of the work 
that it does after allowing for Depreciation and the Expenses of 
working it, including the Earnings of Management. The Net 
Betlim of a man's labour is the value of the produce which 
he takes part in producing after deducting all the other Expenses 
of producing it ^. 

^ A statement of this kind has been mislakeiiVj ?«av^ ^yv\&t5» ^sst ^ 
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This phrase is very useful when we are examining the part 
which Demand takes in determining wages. For instance, if 
the demand for houses is rising, the Net Return of the labour 
of some or all of the various building trades must be increasing. 
There may be signs of a greater scarcity of labour in one of the 
building trades, as for instance that of the carpenters, than in 
others ; and if we believe that the earnings of other branches 
of the building trades (including the Earnings of Management 
of the master builders) are not likely to rise, we may say that 
the competition for the aid of carpenters' labour will increase, 
that the Net Return of their labour will rise in value, that they 
therefore will get an increased share of the £amings-and-interest 
Fund ; and that their wages will rise. 

Again the phrase Net Return of labour can be usefully 
applied in explaining the influence of Demand in equalising 
Task-wages in the same occupation. This influence may be 
described by saying that under a system of free competition 
every man's wages, or more generally every man's earnings, 
tend to equal the Net Return of his industry.] 

theory of wages. But really it is only the Law: — "Value tends to 
equal Expenses of production" — written in a new form. 



CHAPTER XII. 

EARNINGS OF MANAGEMENT. 

§ I. We have seen that the supply of business power is 
determined in all essential respects in the same way as the supply 
of skilled labour ; we have now to examine the Laws that govern 
the Normal Earnings of Management. These Laws appear at first 
sight to differ much, and they really do differ a little from those 
which govern the Normal wages of skilled labour; the chief 
difference arising from the fact that the Earnings of Manage- 
ment can be obtained only by those who have the control of 
capital. Let us then begin by comparing the Earnings of 
Management of two men carrying on similar business, the one 
with his own capital, the other with borrowed. 

The man who works with his own capital considers that 
his Earnings of Management are the whole net profits of his 
business after deducting the interest that he could obtain by 
letting out his money on good security. But interest at a much 
higher rate than this must be paid by a man who borrows 
capital for his business, at all events unless his own property 
is sufficient to give good security for it; and interest at this 
high rate must be deducted from the profits of his business 
in order to find his Earnings of Management. The rate of 
interest which he has to pay is high, because in his case a new 
set of risks is introduced in addition to those unavoidable risks 
which exist in every business. 

Those risks which arise from such causes as the chance 
of destruction or depreciation in value of the capital 
employed, or of the goods produced in it, are inseparable 
from business, and maybe called Trade Bisks. Those 
further risks which are introduced when the capital 
of one man is under the control of another, may be 
called Personal Bisks. These are due to the mistakes 
that the lender may make with regard to the borrower's 
business ability, and honesty. 
A man trading with his own capital has every motive for 
exerting himself to discover whether he \s e^xr^vw^ ^w. "'ttNs. 
business at a loss. But the man working m\3a.\iQttcy«^^ ^^>S:^ 



has not 5uch strong motives. If his moral sense is not veiy* 
active he may, without intending any deliberate fraud, carry otti 
a losing business so long as to cause heavy losses to bis credilors.! 
If he has not a strict sense of honour, and finds himself in 
difficulty, he may plunge into rash speculations ; for if they . 
succeed, the gain will be his i and he may not care whether he " 
fails for a large or a small sum. 

One way in which the lender can insure himself againsf ■ 
these various risks is by charging a high rate of interest for his' 
loans. But a very high rate would be required to cover the | 
risk of loans made for a long period of time ; and therefore such ' 
loans are generally made for short periods. The shorter these 
periods are the less is the risk which the lender runs, and '. 
the sooner can he recover the use of his capital for himself 
if the course of his own trade should make him wish to do ■ 
so. Thus Bankers and others are willing to lend money fop ' 
a few months' at a rate of interest sometimes not exceeding] 
three or four per cent, a year, even when the best security that 
the borrower can offer would not induce them to lend hiiB 
capital for a long period of time at any moderate rate. 

But a man who is much dependent on such short loansj 
labours under great disadvantages. Forif any misfortune shoul4i 
injure his credit, or if a disturbance of the money market should.' 
cause a temporary scarcity of loanable capital, he may be quickly , 
brought into great straits, lie may not be able to obtain ». 
renewal of the loans on moderate terms, or even on any termsi 
and may thus be cut short in his most hopeful enterprises. One 
of the chief symptoms of an impending commercial crisis is ft 
rapid succession of forced sales at a loss by those who have beeoA 
trading with capital borrowed for short periods. 

Thus it appears that a trader who works on borrowed 
capital has in one form or another to pay a high rate o " 
But though high, it is not sufficiently high to prevent him frcHit^ 
competing with those who trade with their own capital. On. t 
the contrary men trading with borrowed capital seem likely tA J 
displace to a great extent those trading with their own. I 

The reason of this is not far to seek. A man who has X 1 
capital of ^50,000 can easily obtain a secure income of ^2500 by I 
lending it out. And very likely he may not care to undergo the f 
labours and anxieties of a business life unless he can get Earnings i 
of Management of ^2500, or even ^5,000 a year, exclusive of I 
course of Insurance against Trade Risks. But a man of equal J 
ability who owns little capital, and who therefore cannot live in J 
comfort without working, will be content with lower Earnings of d 
Management. He may be willing to employ ^50,000 of b9r-^ 

' This is done chiefly by "• 
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rowed capital, in addition to his own, even though after allowing 
for the interest that he actually pays and the indirect risks that 
he runs through working with borrowed capital, he does not 
clear more than ;£iooo a year by the work. He can therefore 
afford to sell at a price too low to give that rate of profits which 
the man of independent means requires. Thus those who 
depend on their business for a livelihood, undersell and drive 
out of trade those who are not so dependent^ 

§ 2. Again a man may obtain Earnings of Management by 
carrying on a business with capital, the owners of which take a 
part at least of the risks of the business. The simplest way of 
doing this is the old plan of partnership. In former times a man 
of little capital had small chance of getting high Earnings 
of Management unless he could obtain the confidence of some 
wealthy man or private firm, who admitted him as a partner. 

Again, if a man thinks that he can profitably employ more 
capital than his own in his business, he often converts it into 
a joint-stock company. That is he admits others to shares 
in his business : they take a share of the risk and a corresponding 
share of the net proceedsthat remain after paying him Earnings 
of Management according to some plan agreed upon between 
them *. A joint-stock company of this kind which is managed 
by its chief shareholder or shareholders, may act almost as freely 
and promptly as a private firm can. It has some special disad- 
vantages ; but under favourable circumstances, it may hold its own 
even in trades which require ready enterprise and quick action. 

The business of a large joint-stock company is however often 
carried on by Dire(:tors, who give it only a little of their time, 
and General Managers,, who give their whole time. The 
General Managers are seldom men of much capital, and are 
contented to work for moderate salaries. . The business of such 
a company will almost always be managed with less energy and 
economy than a similar private business in able hands. As 
Mill says, it may be possible to secure in hired managers that 
fidelity which shrinks from a deliberate neglect of duty, but not 
that zeal which is continually laying schemes by which greater 
profit may be obtained, or expense saved, and which is ever 
anxious about small gains and small savings. If however the 

^ This is making English commerce increasingly democratic, and 
does much harm in preventing "the long duration of great families of 
merchant princes.... But the propensity to variation in the social as in 
the animal kingdom is the principle of progress. " See Bagehot's Lombard 
Street, Introductory chapter. 

' This is similar in some respects to the old plan of introducing 
•'sleeping partners" into a private firm. The sleeping partners supply 
Capital and take a share of the risk, but have no part in. tha Mas^^^^- 
ment. 
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companj- 15 lai^.and it can afford to pay feiriy good salaries 
its officer^ its affairs are likely to be in many ways betten 
managed than chose of a private business in the hands of 
of second rate ability. The directors are usually men who 
bring a wide and varied business experience to bear in la 
down the broad principles on which the affairs of the company j 
are conducted, and in judging the ability and industry of tto 
chief ofEcials under them. So that the management of a lai^' 
Joint-stock company, though generally far from perfect, is 
seldom very bad except where there is wilful wrong doing. 

The publicity of joint-stock companies helps more than it 
binders them in trades in which it is necessary to obtain 

C']lic confidence, as for instance in banking and insurance, 
ey have a monopoly of railways and other undertakings which 
require enormous capitals, and they are fast pushing their way in 
all businesses in which large capitals can be managed chiefly by 
routine and in which there is little need for bold and speculative 
enterprise. For they can thrive with a much lower rate of 
proiits than will remunerate a wealthy capitalist for under* 
going the worry and fatigue of business. The growth of', 
Joint Stock Companies offers great opportunities to those who- 
have business power, to obtain the control over capital 

§ 3. We may next inquire how the Earnings of Management^ 
of a business are related to the capital employed in it Is tho' 
Normal rate of profits for all capitals employed in trades of thei 
same difficulty the same whether the capitals be large ar^ 

If tivo businesses in different trades are equally difficult; 
and disagreeable, and require equal capitals, there will of course 
be a constant tendency to equality of their Earnings of Manage 
ment There may indeed be great differences between Ihtf' 
Earnings of Management of two men with the same capital iti 
the two trades ; hut so there may in one and the same trader 
These differences arise from inequalities in ability or good' 
fortune, just as do those between the earnings of successfitl aii4 
unsuccessful medical men or barristers. A^in it is true that atC 
able business man who starts in life with a great deal of capit^ 
atid a good business connexion is likely to obtain highaf< 
Earnings of Management than an equally able man who starts 
without these advantages. But there are similar, though smalleiv' 
inequalities between the earnings of professional men of equal 
abilities who start with unequal social advantages. 

What is meant then is that competition tends to equalise thCr 
Earnings of Management of men of average ability and good 
liutune in two occupations in which equal capitals are employe^' 
-bich are equally difficult and diaa^eeable. The profits ittf 
—e are to be found by additvg live ^armns,s lal U.«xi:&^ 
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ment to the interest on the capital employed. And since 
the amount of capital employed is the same, and the rate of 
interest to be allowed is, under the modem system of banking, 
practically the same for ail trades, the amount of interest is the 
same in the two cases. Therefore when the Earnings of 
Management tend to equality in the two cases, the profits of the 
businesses tend to equadity. So that : — 

The profits on equal capitals tend continually to equality 

in trades which involve equal risks, discomforts and 

exertions ; and which require equally rare natural 

abilities and an equally expensive training. 

It has however already been noticed that if ^loo has been 

invested in the production of a thing two years before it is ready 

for sale, we must allow twice, or rather more than twice as 

much under the head of interest as if the ;^ 100 had been invested 

only one year before it was ready for sale : but the amount to be 

allowed under the head of Earnings of Management on the ;£ioo 

will be nearly the 5ame in the two cases. So that the annual 

rate of profits will be much lower in the former case than in the 

latter. For this reason the annual rate of profits on the total 

capital employed is, as a general rule, lower in trades which 

make great use of Fixed capitsd, than in trades in which nearly 

all the capital is Circulating. 

§ 4. We have next to examine the consequences of the 
fact that the management of a large capital in any trade almost 
always requires rarer natural abilities and a more expensive 
training than the management of a small capital requires. We 
have seen that a man who conducts a large business must look 
far ahead, and wide around him ; and that he must be continu- 
ally on the look out for improved methods of carrying on his 
business, while the man who manages a small business may be 
content to follow the lead that is given to him by his neighbours. 
The former pays subordinates to do the work on which the latter 
spends the greater part of his time ; and devotes all his energies 
to planning, and organizing, to forecasting the future and pre- 
paring for it. He must have a knowledge of men and the power 
of managing them. He must select his subordinates well, and 
while keeping the control of the business in his own hands, he 
must give them the freedom which will call forth their energy 
and sense of responsibility. Those who cannot do this, are in- 
capable of building up a large business, or even of keeping one 
together, if inheritance or other accident should put them in 
possession of it. 

A man who has all the rare qualities that are required for 
managing a large business will, unless he is specially unlucky, 
make a high rate of profits on his ca.p\l2i. TVv^'Sfc ^x<2S>&a n*^^ 
increase his capital, and wiU encourage \ivnv\.o ^^n\s^ -asv^ ^-s^kx:^ 
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oat bold plans on a broad basisb The confidence thai others 
have in hun will enable him to borrow capital easily ; and thos, 
because he has the faculties which are one condition of getting 
h^ Earnings of Management, he will rapidly acquire that con- 
trol of a large capital which is the other conditicML 

We see then, firstly, that higher fiaculdes are required for the 
management of a large than cf a small capital ; and secondly 
that there is a process of selection continually going on by which 
those wiio have some capital and great business power, soon get 
control over a large aqiital ; while on the other hand those who 
have not business power will speedily dissipate a large capital 
if they happen to get control over it These facts shew that 
the Earnings of Management in large businesses must be on the 
average higher than those in small; and they even give some 
reason for thinking that the average Earnings of Management 
in different businesses in the same trade vary almost in propor- 
tion to the capital employed. There is however an independent 
and stronger reason for believing that there is often the same 
average rate of profits on different capitals in the same trade. 

Let us suppose for instance Aat A and B are proprietors of 
neighbouring cotton factories which are alike in every respect 
excepting that A's is twice as large as B's. They hire labour 
and they buy their raw cotton, machinery, building materials^ 
&c, in the same market and at the same price. There may 
indeed be a few slight economies in A's business of which B 
cannot avail himself ; and on the other hand A may have to pay 
subordinates for doing some of the work that B wiUi his smsdler 
business finds time for doing himsel£ But if these differences 
be neglected, all the Expenses of production, other than profits, 
of a yard of A's calico will be the same as those of a yard of B's ; 
and since they sell in the same market at the same price, the 
profits made on each yard of calico will be the same for A as for 
B. The rate of A's profits will be the same as that of B's : 
A's Earnings of Management will be twice those of B. 

The results which theory thus indicates are confirmed by 
experience. Experience and theory alike tell us that as a 
general rule there is a constant tendency to equality of the rate 
of profits not only on equal capitals, but also on unequal capitals 
in the same trade, and in trades that are equally disagreeable 
and difficult. But there are three important exceptions to this 
rule. 

§ 5. The first exception arises fi-om the fact that the head 

of a large business often pays wages to subordinates to do a 

great deal of work that the head of a small business does for 

**'mseU, and the payment for which is reckoned among his 

&. For instance the average rale of profits made by small 

w Is higher than that made by laigja*, \ifec^xi?»^ >^^ ^x^all 
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farmer's profits include the wages of the work of his own hands, 
and of supervising hired labour more- closely than tlie lat^e 
fanner can. Again the rate of profits on a shopkeeper's capital, 
particularly in some of the clothing trades, is generally higher 
for a small than a large capital, even where the two sell to the 
same class of customers. For the small shopkeeper includes 
among his profits the earnings that he gets by attending care- 
fully to the special wants of each customer ; but the large shop- 
keeper has to pay high wages for this work. 

The second exception is closely connected with the first. 
There are many trades in which small makers and dealers are 
able to sell at a higher price than the large dealers can, because 
they get access to a different class of customers. One familiar 
instance of this is the fact that village shopkeepers generally get 
a very high price for their goods. Their capital is very small ; 
and their profits, though at a high rate on their capital, are so 
small in amount as not to attract competition. Again in money 
lending, the smaller the scale on which the business is transacted, 
the greater is the charge that is made for the loan of money. A 
man who troubles himseif to lend money by a few pounds at a 
time, can often obtain a very high rale of interest for it. To 
take an extreme case, there are men in London and Paris and 
probably elsewhere, who make a living by lending money to 
costennongers. The money is often lent at the beginning of the 
day for the purchase of fruit, &c., and returned at the end of the 
day, when the sales are over, at a profit of ten ner cent.; there is 
little risk in the trade, the money so lent is selaom lost. Now a 
farthing invested at ten percent, a day would amount to a billion 

fiounds at the end of a year. But no one can become rich by 
ending money in this way ; because no one can lend much 
money in this way. The profits on the capital really consist 
almost entirely of the wages of work for which few capitalists 

The tliird exception arises from the influence of the Law of 
Increasing Return. In many industries a large capital can avail 
itself of great economies that are out of the reach of a small 
capital; and the large manufacturer can make higher profits than 
the small manufacturer. These industries would rapidly be con- 
I centrated in the haiids of a few wealthy firms, if a man whose 

Eractical genius has created a large business, could ensure that 
is successors for several generations should have a like genius. 
But in the whole course of history we meet with but very few 
instances of private firms which have been managed with 
eminent genius for three generations in succession. The sons 
and grandsons of a successful man of business have seldom that 
rare combination of ability and assiduity which would enable 
them to carry on his work. And vhcte aie mawj S: ■ 
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wtwJi a vast mherited bosioess has been quickly destroyed b 
men who could have managed a small busJness welL 

In some indusiries large capitals have completely diire 
their smaller rivals from the field, and afterwards their cam 
petition among themselves has reduced the rate of profits veni 
low. In rolling mills for instance there is little detail which 
cannot be reduced to routine, and a capita! of j^i,ooo,oa 
invested in them can be controlled by one able man. A tu 
of profits of 30 per cent., which is not a very high average rate ftj 
some parts of the iron trade, would give the owner of such work 
Earnings of Management amounting to more than ^150,000 ■ 
year. And since iron-masters can with so little additional eScMf 
get the Earnings of Management on an increased capital,.^ 
wealthy men remain in the trade longer than in most othen^ 
and the competition of the great iron-masters with one another 
is said to have reduced the average rate of profits in their trade 
below the ordinary level 

$ 6. We are now in a position to sum up our inquiry a< 
way in which Normal Earnings of Management are determined. 

Firstly, with regard to the demand for business power. It is 
true that this demand is not measured by any definite market 
price list of Earnings of Management, such as that which stata 
that carpenters' wages in a certain town are ninepence or teit 
pence an hour; and it is true that the fluctuations of Earning] 
of Man^ement are greater than those of wages, because th«. 
fluctuations of trade prosperity exert a more direct and a greatef 
influence on the incomes of employers than on those of tb 
employed. But yet the demand for the aid of business powi 
in production is fundamentally of the same kind as the demao .^ 
for the aid of skilled labour. For instance if a manufacturct 
can improve the method of carrying on his business so that the 
worlc of four hundred men produces as much as that of fivt 
hundred men did previously, then he will gain an addition to Hi 
Earnings of Management ec[ual to the wages of a hundred maL 
Thus the Earnings of Management of a manufacturer represi 
the value of the addition which his work makes to the tow 
produce of capital and industry : they correspond to the effective 
demand that there is for the aid of his labour in production, juaj 
as the wages of a hired labourer correspond to the effectivl 
demand for his labour. The Law of Demand tells us that th| 
value in exchange of anything is the measure of its Final valnt 
in use ; that is, of its value in use to those who are only jusi 
induced to purchase it ; and that this Final value in us 
diminishes as the supply of the thing increases. So it is wiU 
regard to skilled labour of any kind ; every increase in t^ 
supply of it lends to diminish the Final value in use of the wort 
// does, and therefore to lower ks N\a.^es. tmd so it is wi^i 
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regard to any order of business power ; every increase in the 
supply of it tends to diminish the Final value in use of the work 
it does, and therefore to lower its Earnings of Management. 

Secondly, with regard to the supply of business power. 
Returning to the case of the manufacturer who obtained high 
Earnings by an improvement in his methods of manufacture, we 
see that his success will induce others to follow in his steps, and 
that their competition will force down his Earnings. The extent 
to which they will be forced down depends upon the number of 
those who are able to do the work ; and this will depend on the 
Earnings to be got by it on the one hand and on its difficulty 
on the other. Thus the rarity of the natural abilities and the 
expensiveness of the special training required for the work play 
the same part in determining Normal Earnings of Management 
that they do in determining the Normal wages of skilled labour. 
In either case a rise in the income to be earned sets in operation 
forces tending to increase the supply of those capable of earning 
it ; and 'in either case the extent to which the supply will be 
increased by a given rise of income, depends upon the social 
and economic condition of those from whom the supply is drawn. 

The conditions which determine the Normal demand for, 
and the Normal supply of each kind of business power being 
kno^n, its Normal Earnings of Management are determined as 
those which will equate supply and demand in the long run. 
Thus the Law of Normal Earnings of Management is similar to 
that of the Normal wages of skilled labour, and similar also to 
the Law of Normal value for commodities^ ; and is : — 

The Normal supply of each kind of business power is that to 
which the field of employment will just afford the Earnings 
of Management which are required to call forth this supply : 
and the rate of the Earnings of Management so determined is 
the Normal rate for this order of business power. 

The conditions which thus determine this Normal rate 
vary from place to place and from age to age ; but since busi- 
ness power is easily transferred from place to place, variations 
of the Normal Earnings of Management between different places 
are less important than those which occur from age to age. 

§ 7. But in spite of the fundamental similarity between the 
Law of Normal Earnings of Management and that of Normal 
wages of skilled labour, there are several important differences 
between the two cases. Firstly, the Earnings of Management 
which a business man gets, depend upon the capital with which 
he has started, in the same way as, but to a greater extent than, 
the income of a professional man depends on the start in life 
which the social position of his parents gives him. And a 

^ Comp. Book II., ch, v., § ^* 
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hu^nm man worlting with his own capital includes among hi* 
Kantinn ihe equivalent of that Insurance against Personal 
Kk^kt wnich must be allowed for, in some form or other, by thosal 
who wi)rk with borrowed capital. 

Swoiidly, business men are chosen by a process of natural 
ivleclion from among many millions of competitors. For man/ 
tm(4o]^cr5 of labour, in some parts of England more than half( 
k»ve risen from the ranks of hired labour. Every artisan wh(f 
ha* exceptional natural abilities has a chance of raising himself td 
a poll of command, and is in fact a candidate for the prizes tha^ 
IDA}' be earned by success in business ; and the average of the3~ 
Kttrnings of Management is high, partly because the class o_ 
employers contains, in addition to the able men that have best 
born within its ranks, a large share of the best natural abilities 
that have arisen among the lower ranks of industry. Whil^ 
FrvfiU on capital invested in education is a specially imporiant 
element in the incomes of professional men, Ee/it of rart 
natural abilities is a specially important element in the income* 
of business men. 

The total amount of the Earnings of Management got h# 
business men in a country may be found by subtracting interi " 
on the whole amount of their own capital from their total r 
incomes after allowing for all expenses and losses : and, evi__^ 
afler allowance has been made for Insurance against Persona 
Risks, this amount certainly gi^'es a very high rate of wage fiM 
ihe skill and ability of business men. But this rate is not so hi^ 
Its at first sight appears ; for great deductions must be made Oft 
account of those who have lost their capital in trade. The earnings 
of the labour that these men have wasted, together with all tfit 
capital that they have lost, must be deducted irom the Earnings 
of Management got by successful men before the average Earn- 
ings of Management can be found. Those who fail are quickly 
lost from sight and memory ; but their number is very great, 
U is said that in America three-fourths of those who engage i& ' 
trade become insolvent in the course of the first five years'. 

§ 8. The supply of skilled labour is increasing faster tbaa.i 
that of unskilled labour, and the supply of business powet \ 
is increasing faster than that of the lower kinds of skilled 
labour. Thus the competition of business power for the aid 
of the lower orders of labour in production is increasing. And 
as a consequence the Earnings of Management that can be 
got by doing work of a given order of difficulty — Ihe Task- • 
Jiamings of Management — are diminishing. The continual < 
increase in the complexity of business, and the continual increase 
In the amount of capital that can be employed in business 

" Bowen, American Political ficoiioniy, ch. s. 
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under a single management, are indeed giving to business 
ability of the highest order the opportunities of obtaining 
greater Earnings of Management than were ever heard of in 
earlier generations. But the total amount of the Earnings 
of Management is not so high in proportion to the amount 
of capital employed as it used to be. And the ratio which the 
Earnings of Management of a business bear on the average to 
the capital employed in it is diminishing; and will probably 
continue to diminish. For the growth of education will increase 
rapidly the supply of business power that is competing for the 
aid of hired labour in production ; and this competition will 
prevent the Earnings of Management from growing as fast as 
capital is likely to grow. 

Since the Normal rate of Interest is likely to fall, and the 
ratio which Normal Earnings of Management bear to capital is 
likely to fall, and since profits are composed of interest and 
Earnings of Management, therefore the Normal rate of profits 
is likely to fall. It will not fall rapidly for a time, and 
then remain stationary at a minimum. But subject to some 
oscillations, its fall will probably be continuous, though in- 
creasingly slow, so long as the world is inhabited^by men of the 
same nature with ourselves. 



M. ^^ 
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§ I. We ItsEic aeoK ^at **e veff ji i mlium of a. 
^^WTaty^K tiie price widdL he will be abie to obtsm far i^ 
and die FTpnwp^ of pimliu iiig it, and <Tt'tfi min e s by- An 
fwff^n^ ti> -^fiaif y^^it it Tg hgs orn mtgrgsr to mczease ordsMtitiA 
bis prodnctian. I£ tftfre is free competituHi, bis intxrest leads 
bim. to act in tbe same waj as be wooLd if bis only obfed vcre 
to regulate tbe anuxmt pnsdnced so that it caoLd just be sold off 
at a price ec{aal to its Fipenses of piodiicua n,^ Tbos Ae 
Normal valne of a dting — tbat toward wbkb tbe Market ¥ibR 
cootimianf tends — is equal to its Kipffn.sps of prodndioB. 
Tbese V.xpmv% of prodnction may pTtrmaMy be resolved 
wages and profitsy (H- ladier into eaminss and interest. 

We bare seen bow eacii Kxprrese of 
diat t&xt or abstinence wbicb is die cur lespiHirii i ig 
of Cost of prodnctioa. We bave seen tbat ^ interest lAkb 
can be got b^ abstainmg from die inmiediate CQosnmptiQn of 
£100 wordi of weakb aasd saving it to be used as r^i^^l^ js a 
pracdcally fixed and qnifonnanao^pt at any giren time aad in aay 
given coontry. Tbis Normal rate of interest depends on tbe 
one band on die fidd tbat diere is in diat time aod comtiyliDr 
tbe empk^ment of capital, and on tbe otber band on die 
ssBpf)ltf of capital ; diis supply depends on many causes^ one of 
wnicb is tbe rate of mterest diat bas bitbcrto preraiKedin die 
country. 

Tbe Nmmal wages of umsHlled labamr in any tone and 
coontry depend on tbe scope for its employment on dieone band 
and on its siroply on tbe otber. Tbe scc^ie for its cnqiloyment 
depends paruy on tbe natnral r e s onrces of the coontry, parti^ 
on tbe amounts of ca{Mta], of skilled bdioar and of business 
power tbat are seeking its aid in prodoction. Tbe siqip]^ 
of labour depends, as r^ards botb quantity and quality, oa 
many causes^ tbe chief of which is the rate of wages. It is 
true that things which are luxuries in <uie stage of civilization 
are regarded as accessaries m anotbet, andtbalaUsocb dhangies 



ELATION OF NORMAL TO MARKET VALUE. 147 

It the Normal wages of unskilled labour. But in any given 
>e of civiliiation the Normal Task Wages of unskilled labour 

So with regard to the eajTiings of skilled labour, including the 
incomes of professional men, and of all others who render 
skilled service for payment. The earnings of each kind of 
skilled labour depend on the scope for its employment on 
the one hand, and on the supply of it on the other. The 
expensiveness of the education, and the rarity of the natural 
qualities required for it are the chief of the conditions which ■ 
t the supply that will be called forth by any given rate 
; so that the supply is governed by laws similar in 
many respects to the Law of Normal Supply of commodities. The 
Normal wages of skilled labour of any given degree of difficulty, 
may vary slowly. But at any time and place they are de- 
termined by the social and economic condition of the people, 
and they may be said to measure the efforts involved in the 
work. The fact that Earnings of Management can be obtained 
only by those who have the control of capital, does not prevent 
their Normal value from being determined substantially in the 
same way as the wages of skilled labour. That part of the 
Normal Earnings of Management which can be got by a man 
who works with borrowed capital, measures the difficulty of his 
business. A man who conducts a similar business with his own 
capital obtains in addition the equivalent of Personal Risks, 

Thus the Cost of production of a thing is measured by its 
Normal Expenses of production. If the difficulty of producing 
a thing, or its Cost of production is independent of the amount 
produced, Cost of production determines Expenses of production 
and therefore determines Normal value. But when the amount 
produced is increased, the Cost of production may increase 
according to the Law of Diminishing Return, or may diminish 
according to that of Increasing Return. In order to cover these 
cases, the Law of Normal Value must be stated thus i^^The 
Normal supply of the commodity is such, that its Normal 
Expenses of production equal the value, which will call forth 
a demand for this amount ; and the price so determined is the 
Normal value." Normal value still measures Cost of production, 
but is not determined simply by it 

[§ 2. This is an instance of the rule that in Nature changes 
generally react on one another. For instance it is not true that 
the state of a man's lungs is determined by that of his heart, or 
vice versa; but subject to eKtemal influences, the conditions of 
his heart, lungs and other parts of his body determine one 
another. So when two unequal balls A and B are put into 
a smooth basin, it is not right to r^ard A'% position la 4t\Ks- 
mining the position of B, Foi thoug\i \t \a W>at 'Cqb.x "i ■«"* 
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laal influence of the attractions of the Moon and Sun. And 
cannot do this until we have first worked out the abstract 
ry of the tides that would be formed in a world in which 
e were no disturbing winds and no irregular shores. 
5o with regard to the theory of Normal value. It does not 
us what will be the wages of a certain work, or the price of a 
ain thing at any particular time. We cannot discover the 
■ket value of a thing without allowing for the fluctuations of 
3ly and demand, and for the resistance which local obstacles 
3se to the free movement of the stream of competition. But 
iie other hand we can make no progress in explaining the 
ements of wages and prices, unless we first understand which 
lem are due to local or transitional causes, and which to the 
tlal action of free competition. The theory of Normal value 
e starting point from which we must set out to explore all 
^j-ious irregularities and unevennesses of Market values. It 
les how the great tidal waves of wages and prices would 
t if every one were careful to forecast the future, and 
erately to shape his course so as to obtain the greatest 
j>mic advantages for himself and his family. It puts us in 
L^ht position for examining how man's action is modified 
Lstom, or apathy, or generally by motives other than the 
e for wealth. 

^o can then apply our theory to explain facts, so far 
' will go; and those facts which cannot be explained 
"•ir theory are "light-giving" facts, and shew us how to 
ct and enlarge our theory. Thus the science of Economics 
^sses step by step, alternately applying theory in the search 
-nd explanation of new facts, and applying new facts in 
cting and broadening and strengthening theory. 



BOOK III. 

MARKET VALUE. 
CHAPTER I. 

CHANGES IN THE PURCHASING POWER OF MONEY. 

§ I. Throughout the discussion of the Theory of Nonnal 
value it was assumed that the purchasing power of money 
remained unchanged^ ; so that a rise or fall in the exchange 
value or general purchasing power of a thing could always be 
shortly expressed as a rise or fall of its price. We must now 
inquire briefly how the value or general purchasing power of 
money changes from time to time. But a full discussion of the 
theory of tbe value of money belongs to the "Economics of 
Trade and Finance.'* 

The most obvious of the causes that affect the purchasing 
power of the precious metals in a country is the quantity of them 
that is available for use as money. If this increases very fast^ 
there will be more than is wanted to carry on the businesi 
of the country at the old prices, and prices will rise. On the 
other hand, if the amount of the precious metals remains 
stationary while the population and wealth of the country 
increases, there will be a great demand for money to carry on 
the business of the country; the purchasing power of the 
precious metals will rise, and prices will fall. 

For instance at the beginning of the sixteenth century when 
the new supplies from the American silver mines made them- 
selves felt, the purchasing power of silver began to fall; and 
early in the seventeenth century prices in London were on the 
average three times as high as they were in 1500. Again prices 
were high at the beginning of the present century. But no 

^ Bk.u.ai.i.%v 
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important fresh supplies of metals came from the i 
1850. During that time the stock of precious metals was being 
diminished by their use in the industrial arts and by wear and 
tear; and meanwhile population and wealth were increasing' 
zapidly. St) the purchasing power of gold rose ; and prices fell 
to about half what they were in i8cx) — 10. About 1850 the gold 
nines of California and Australia were discovered, there was a 
great increase in the supply of the precious metals, and prices 

§ 2. But though the amount of the precious metals in circu- 
lation is the most obvious of the causes that affect the pur- 
thastng power of money, a no less important cause is the 
growth of artificial substitutes for the precious metals as a 
Inedium of exchange 

The most familiar of these substitutes are bank notes. They 
pass freely from hand to hand, and exert nearly the same 
influence over prices as an equivalent amount of coined money 
does. But in England this influence is not as important as that 
bxercised by cheques, which have displaced both coin and bank 
botes in nearly alt wholesale and in many retail transactions. 

A cheque does not circulate freely, but is generally given by 
the person who receives it to his banker, who demands payineM 
rf it for him. But though cheques do not act as substitutes for 
join in the same way as bank notes do, yet the total amount of 
Qieni is so great as to exercise a very powerful influence over 

K rices. Again the modem system of credit enables a man who 
as neither money nor anything that immediately represents 
money, to obtain from a banker or other money dealer the 
means of purchasing goods. He can do this not only on his 
twn credit (as when a bank allows him a "Book credit"), but on 
Jie credit of others who have undertaken to pay him money at a 
uture date (as when he "discounts a Bill"). 

The business of the civilized world has increased very 
fapidly during the present century; and an enormous amount of 
»in would have been required to carry it on with the present 

E rices. If credit had not found substitutes for coin, there 
■ould have been so great a demand for the precious metals, that 
their purchasing powerwould have become many times as great 
as it actually is; prices would have been very low. The 
prowth of credit supplies a permanent substitute for the 
jrecious metals, and therefore affects their Normal values. But 
:redit fluctuates, and each fluctuation alters their Market 

For instance, an expansion of credit coincided with the influx 
of precious metals consequent on the discovery of the Califomian 
and Australian mines, and increased the upward tMidftivp^ 
of prices. But in 1857 there was a crisis j ■CtsaX.Ss^iQSSiii^s'a^^s.'i. 

I L 
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firms wsr* ^szsb^ to patr their decta. cretEc was ¥iolcndy 
conrracted. azd prices teiL alnrnng^ tne srsr* of predoos 
tngra:^ iri. the -touatrT was zrowisa' as racidlT is eren Atbor 
a one cr»ciii began to eipard asaiz. and prices rcse nH 1S66 
when there was arrrher crisis, and prices zeil. .-V^ain. credit 
capanded. and prices rose tiZ ri"3: when, thcugh there was 
no crl»is- a ^radiiai coctractian ct credit iec in which, has 
amnn'-xd tiH 1^79. The Icwest pcinr which, prices readied 
betw-sTi r 157 and r 166 was m-ch hi:rhjer tnan the level of 1850 ; 
and the Lowisst point between i:c6 and ia"3 was higher sSL 
Bnt since then there has been a slight check hi the scpply ^ 
gold; and a great deal ot gold has been absorbed by the 
adoption of a gold czrrenc? in Germany and other causes; 
and prices- measured in gold, are now 1579. as Low as they were 
in 1^50. 

$ 3. The beginning cf a period of rising credit is often 
a series of good harvests. Less having to be spent in food, 
there is a better demand for other commodides. Prodacers 
find that the demaTid for their goods is increasing : they expect 
to sell at a pTO&, and are willing to pay good prices for the 
prompt delivery of what they want. Employers compete with 
one another for labocr; wages rise: and the employed in 
spending their wages increase the demand for all kmds of 
commodities. New public and private Companies are started 
to take advantage of the promising openings which shew them- 
selves among the general acti\-ity. Thos the desire to hoy 
and the willingness to pay incrsised prices grow together; 
Credit is jubilant, and readily accepts paper promises to pay. 
Prices, wages and profits go on rising : there is a general rise in 
the incomes of those engaged in trade: they spend fredy, 
increase the demand for goods and raise prices still higher. 
Many speculators seeing the rise^ and thinking it will continue 
bay goods with the expectation of selling them at a profit 
At such a time a man, who has only a few hundred pounds, can 
often borrow from bankers and others the means of buying 
many thousand pounds' worth of goods ; and ever>' one who thns 
enters into the market as a buyer, adds to the upward tendency 
of prices, whether he buys with his own or with borrowed money. 

This movement goes on for some time, till at last an enormous 

amount of trading is being carried on by credit and with 

borrowed money. Old firms are borrowing in order to extend 

their business ; new firms are borrowing in order to start their 

business, and speculators are borrowing in order to buy and 

hold goods : trade is in a dangerous condition. Those whose 

business it is to lend money are among the first to read the 

si^ns of the times ; and they begvn to think about contracting 

tAcir Joans. But they cannot do t\us ^\!tiovX xoMO^i ^>^»!Asuic 
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trade. If they had been more chary of lending at an eariier 
stage, they would simply have prevented some new business 
from being undertaken ; but when it is once undertaken, it 
cannot be abandoned without a loss of much of the capital 
that has been invested in it. Trading companies of all kinds 
have borrowed vast sums with which they have begun to build 
railways and docks and ironworks and factories ; prices being 
high they do not get much building done for their outlay, and 
though they are not yet ready to reap profits on their invest- 
ment, they have to come again into the market to borrow more 
capital. The lenders of capital already wish to contract their 
loans i and the demand for more loans raises the rate of interest 
very high. Distrust increases, those who have lent become 
e^er to secure themselves ; and refuse to renew their loans 
on easy or even on any terms. Some speculators have to 
sell goods in order to pay their debts ; and by so doing they 
check the rise of prices- This check makes all other speculators 
anxious, and many rush in to sell. For a speculator who has 
borrowed money at interest to buy goods may be ruined if 
he holds them a long time even while their price remains 
stationary; he is almost sure to be ruined if he holds them 
while their price falls. When a large speculator fails, his 
&ilure generally causes that of others who have lent their 
credit to him; and their failure again that of others. Many 
of those who fail may be really "sound,"that is their assets 
may exceed their debts. But though a man is sound, some 
untoward event, such as the failure of others who are known 
to be indebted to him, may make his creditors suspect him. 
They may be able to demand immediate payment from him, 
while he cannot collect quickly what is owing to him ; and 
the market being disturbed he is distrusted ; he cannot borrow, 
and he fails. As credit by growing makes itself grow, so when 
distrust has taken the place of confidence, failure and panic 
breed panic and failure. The commercial storm leaves its 
path strewn with ruin. When it is over there is a calm, but 
a dull heavy calm. Those who have saved themselves are 
in no mood to venture again ; companies, whose success is 
doubtful, are wound up ; new companies cannot be formed- 
Coal, iron, and the other materials for making Fixed capital 
fall in price as rapidly as they rose. Iron works and ships are 
for sale, but there are no buyers at any moderate price. 

Thus the state of trade, to use the famous words of Lord 
Overstone, "revolves apparently in an established cycle. First 
we find it in a state of quiescence, — next, improvement,— grow- 
ing confidence, — prosper ity, — exc i tement,— o ver-tradi ng.^con- 
vulsion, — pressure, — siagnationj— distress, — ending again in 
quiescence." . 
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_ . After every crisis, in every period of commercial 
depression, it is said that supply is in excess of demand. Of 
course there may easily be an excessive supply of some particu- 
lar commodities ; so much cloth and furniture and cutlery may 
have been made that they cannot be soldat a remunerative price. 
But something more than this is meant. For after a crisis the 
warehouses are overstocked with goods in almost every important 
trade ; scarcely any trade can continue undiminished production 
so as to aiTord a good rate of profits to capital and a good< 
rate of wages to labour. And it is thought that this state of 
things is one of general over-production. We shall however 
find that it really is nothing but a state of commercial disorgani- 
zation i and that the remedy for it is a revival of confidence. 

To begin with, it is clear that, as Mill says, "What constitutes 
the means of payment for commodities is simply commodities. 
Each person's means of paying for the productions of other 
people consist of those which he himself possesses. All sellers 
are inevitably, and by the meaning of the word, buyers. Could 
we suddenly double the productive powers of the country, wel 
should double the supply of commodities in every market; 
but we should, by the same stroke, double the purchasing 
power. Everybody would bring a double demand as wett 
as supply ; everybody would be able to buy twice as much, 
because every one would have twice as much to offer in 
exchange." 

But though men have the power to purchase they may notj 
choose to use it. For when confidence has been shaken hf- 
failures, capital cannot be got to start new companies or extend^ 
old ones. Projects for new railways meet with no favour, 
ships lie idle, and there are no orders for new ships. There ia'- 
scarcely any demand for the woric of navvies, and not much for, 
the work of the building and (he engine-making trades. In 
short there is but little occupation in any of the trades which 
make Fixed capital*. Those whose skill and capital is SpecialiseAi 
in these trades are earning little, and therefore buying littlfti 
of the produce of other trades. Other trades, finding a pooc; 
market for their goods, produce less ; they earn less, and there- 
fore they buy less; the diminution of the demand for their warM' 
makes them demand less of other trades. Thus commercial 
disorganization spreads, the disorganization of one trade throw^ 
others out of gear, and they react on it and increase its dia* 
organization. 

The chief cause of the evil is a want of confidence. 
greater part of it could be removed almost in an instant iS 
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confidence could return, touch all industries with her magic 
wand, and make them continue their production and their 
demand for the wares of others. If all trades which make 
goods for direct consumption agreed to work on and to buy 
each other's goods as in ordinary times, they would supply 
one another with the means of earning a moderate rate of 
profits and of wages. The trades which make Fixed capital 
might have to wait a little longer, but they too would get 
employment when confidence had revived so far that those who 
had capital to invest had made ap their minds how to invest it. 
Confidence by growing would cause itself to grow ; credit would 
give increased means of purchase, and thus prices would recover. 
Those in trade already would make good profits, new companies 
would be started, old businesses would be extended; and soon 
there would be a good demand even for the work of those who 
make Fixed capital. There is of course no formal agreement 
between the different trades to begin again to work full times 
and so make a market for each other's wares. But the revival 
of industry comes about through the gradual and often simul- 
taneous growth of confidence among many various trades ; it 
begins as soon as traders think that prices will not continue 
to fall ; and with a revival of industry prices rise'.] 

[5 5. The connexion between a fall of prices and a suspen- 
sion of industry requires to be further worked out. 

There is no reason why a depression of trade and a fall of 
prices should stop the work of those who can produce with- 
out having to pay money on account of any Expenses of 
production. For instance a man who pays no wages, who 
works with his own hands, and produces what raw material 
he requires, cannot Jose anything by continuing to work. It 
does not matter to him how low prices have fallen, provided 
that the prices of his goods have not fallen more in proportion 
than those of others. When prices are low, he will get few coins 
for his goods ; but if he can buy as many things with them as he 
could with the greater number of coins he got when prices were 
high, be will not beinjured by the fall of prices. He would bea 



separate industry against risk, cause all industries to work, and (here- 
fore to earn and therefore to buy each other's products. Government, 
by running every risk at once, would, they think, run no risk. But 
they have not yet shewn how Government should tell whether a man's 
distress was really due to causes beyond his own control, nor how its 
guaiantee could be worked without hindering that fteedooi.^a-s'K.'i^ 
eoergy and the progress of invention depend. 
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little diicouraged if he thought that the price of his goods would 
fall more than the prices of others ; but even then he would not. 
be very likely to stop work. 

And in the same way a manufacturer, though he has to pay 
for raw material and wages would not check his production OA 
It of a fall in prices, if the &11 affected all things equally, and 
not likely to go further. If the price which he got fye 
his goods had fallen by a quarter, and the prices which he had to 
pay for labour and raw material had also fallen by a quarter, the 
trade would be as profitable to him as before the falL Three 
sovereigns would now do the work of four, he would use fewer' 
counters in measuring off his receipts against his outgoings i 
but his receipts would stand in the same relation to hiS) 
outgoings as before. His net profits would be the same pot* 
centage of his total business. The counters by which they arQ 
reckoned would be less by one quarter, but they would purchases 
as much of the necessaries, comforts, and luxuries of liie as they 
did before. 

It however very seldom happens in fact that the expenses. 

i which a manufacturer has to pay out fall as much in proponioi| 

as the price which he gets for his goods. For when prices ar^ 
rising, tie rise in the price of the finished commodity is generally 
more rapid than that in the price of the raw material, always 
more rapid than that in the price of labour ; and when prici 
are falling, the fall in the price of the finished commodity 
generally more rapid than that in the price of the raw material^ 
always more rapid than that in the price of labour. And 
therefore when prices are falling the manufacturer's receipts are 
sometimes scarcely sufficient even to repay him for his outlay 
on raw material, wages, and other forms of Circulating capital ; 
they seldom give him in addition enough to pay interest on fai& 
Fixed capita] and Earnings of Management for himself. 

Even if the prices of labour and raw material fall as rapidly 
as those of finished goods, the manufacturer may lose t^ 
continuing production if the fall has not come to an end. He- 
may pay for raw material and labour at a time when prices 
generally have fallen by one-sixth ; but if, by the time he comes 
to sell, prices have fallen by another sixth, his receipts may be 
less than is sufficient to cover his outlay. 

We conclude then that manufacturing cannot be carried aa 
except at a low rate of profit, or at a loss, when the prices ot 
finished goods are low relatively to those of labour and raw 
material ; or when prices are falling, even if the prices of all things 
are falling equally.] 

6, Thus a fall in prices lowers profits and impoverishes 
tBe manufacturer : while it increases the purchasing power i^ 
those who have fixed incomes. Soagaiaileaivdie^tTe^^iK^ai 
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the expense of debtors. For if the money that is owing to them 
is repaid, this money gives them a great purchasing power; and 
if they have lent it at a fixed rate of mterest, each payment 
is worth more to them than it would be if prices were high. But 
for the same reasons that it enriches creditors and those who 
receive fixed incomes, it impoverishes those men of business who 
have borrowed capital ; and it impoverishes those who have to 
make, as most business men have, considerable fixed money 
payments for rents, salaries, and other matters. When prices 
are ascending, the improvement is thought to be greater than it 
really is ; because general opinion with regard to the prosperity 
of the country is much influenced by the authority of manufac- 
turers and n>erchants. These judge by their own experience, 
and in time of ascending prices their fortunes are rapidly 
increased ; in a time of descending prices their fortunes are 
stationary or dwindle. But statistics prove that the real income 
of the country is not very much less in the present time of low 
prices, than it was in the period of high prices that went before 
it* The total amount of the necessaries, comforts and luxuries 
which are enjoyed by Englishmen is but little less in 1879 than 
it was in 1872.3 




§ I. We bave discussed causes that alter pernianently 

temporarilj' the purchasing pwwer of money; we may nc 
again assume that ihc purchasing power of money remains u 
changed, unless the contrary is stated ; and may again measu 
value or general purchasing power in terms of money, an4 
speak of a change in general purchasing power a 

Wc have next to consider how the market value of a conir- 
modity oscillates up and down on either side of the Normal 
value, while that Normal value itself may be rising or falling 
slowly. 

Producers and dealers endeavour to anticipate every fluctua^ 
tion of market value ; if they expect the price to be hi^, thw 
increase their supply so as to profit by it; if they expect it 
to be low, they check their supply so as to avoid losing by it^ 
Thus their action, when they are competing freely with oiM 
another, is the same as it would be if their object were 
restrain the oscillations of the market value on either side __ 
the Normal value. When they succeed, supply is said to be 
closely adjusted to demand ; but the market price is likely to 
deviate far from the Normal price when they err in their calcu- 
lations, or when they combine with one another artificially to. 
limit supply. 

5 2. The chief source of error on the side of supply 
uncertainty of nature's return to man's effort. A good i 
of this is found in the fish market, where the fiuctuati 

great because the haul of the fishing boats is uncertain, 

fish will not keep long. At Billingsgate each dealer posts up & 
list of the fish that he has for sale ; and knowing what the, 
other dealers have, tries to put such a price on his fish that 
he may just get them sold before the end of the day. If he 
Jixes it too high, he has tish left useless on his hands in the 
evening ; if he fixes it too low, he gains less than he might 
Again, the price of corn i\ucluavcs mutti Itom -jew tn year. 
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For as a rule very little corn remains over from one harvest to 
the next ; so that each year's consumption is almost limited 
to the supply of the previous harvest. If the harvest is scanty 
there is a dearth of food, and hunger forces people to give a 
very high price for it. Here we may notice that fluctuations in 
supply cause great variations in the price of necessaries of life, 
but only small variations in the price of those things for which 
substitutes can be readily found, or which can be easily dis- 
pensed with altogether. If fish is dear, people are content 
to buy little of it, so that even if the supply is very short, its 
price is not forced up very high. But however dear com is, 
every one buys it or has it given to him ; so that a small falling 
off in the supply of com will cause a great rise in its price^. 

In uncivilized countries the transport of grain for any con- 
siderable distance is practically imposable except along rivers, 
and on the sea coast. Even in Europe in the Middle Ages, 
"each locality depended as a general rule on its own produce 
and that of its immediate neighbourhood. In most years ac- 
cordingly there was, in some part or other of any large country, 
a real dearth. Almost every season must be unpropitious to some 
amongthemanysoilsanddimates to be found in an extensive tract 
of country ; but as the same season is also in general more than 
ordinarily favourable to others, it is only occasionally that the 
aggre^te produce of the whole country is deficient, and even 
then in a less degree than that of many separate portions ; 
while a deficiency at all considerable extending to the whole 
world is a thing almost unknown. In modem times, therefore, 
there is only dearth, where there formerly would have been 
famine, and sufficiency everywhere when anciently there would 
have been scarcity in some places and superfluity in others .... 
This effect is much promoted by the existence of large capitals, 
belonging to what are called speculative merchants, whose 
business it is to buy goods in order to resell them at a profit. 
These dealers naturally buying things when they are cheapest, 
and storing them up to be brought again into the market when 
the price has become unusually high ; the tendency of their 
operations is to equalise price, or at least to moderate its in- 
equalities. The prices of things are neither so much depressed 
at one time, nor so much raised at another, as they would be if 
Speculative dealers did not exist'." 

• In the middle of last century, it was calculated that "a. deficit of 
1- tenth \ 
1 do. 
3 do, > raises the price of com J 16 do. 
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In recent times the action of merchants and dealers in 
ecfualising prices has been much aided by the steamship, the 
niilnxiil, and the telegraph. Not long ago news from distant 
markets was many months in coming, now it comes in a few 
minutes. Merchants can even telegraph instructions to ports 
at which their ships are to call; so that a scarcity in a 
market many thousands of miles away can be met in a few 
days by the arrival of English ships \ 

§ 3. The market price of many things is settled from day 
to day by the action of dealers rather than by that of producers. 
Many kinds of raw produce can only be produced at certain 
times of the year ; and the inunediate effect of a rise in the 
price of such things is not to increase the production of them, 
but simply to induce dealers to bring forvi'aTd larger quantities 
for s;ilo, and perhaps to import fresh supplies from distant 
places. If wo go into any com, or wool, or cotton market, we 
shall see dealers selling readily on one day, and holding badk 
on another. The amount which each of them offers for sale at 
any price is governevl by his Ciilculations of the present and 
future conditions of the markets with which he is connected. 
There are some offers which no dealer would accept; some 
which no one would refuse. There is some price which will be 
accepted by those who can least afford to wait, and by those 
whose ex^HXtations of the future condition of the market axe 
least sanguine ; but not by others. The higher the price that ts 
bid, the larger will be the salesw 

For instance* the conditions of a certain com market msj 
be such that a price of 50jr. would induce dealers in it to se& 
500 quarters during the day ; while they would be induced ai 
sell 700 quiirters by a price of 51J., 1000 quarters by a 
of 5::^., and so on. Thus in any market, at any time. 
is some price at which each particular amount will be 
for sole. And in the same way there is some price at 
each particular amount will dnd purchasers. Perhaps 
millers and the speculators in com who attend the 
would between tbem buy goo quarters if they could be got 
50tf. each, 700 if they could be got for 5 1 j., but only 600 if 
oould not be got for less than 52J. If everyone knew exactly 
state of the market, exactly how eager buyers were to buy 
sellers to sell, the price would be tixed at once at 51^., aad 
quarters would be sold on during the day a: this price : 
would be the price which would equate supply and derramL 
But in fact the price would osciUare up and down, during riie iaiL 
and even a: the saiuc moment bargains would be strjck ai sIiCTxif 
oLfferenc ^Yices in didercnt ports of the same com-^xdacigK;. 

^ Comp. Crump's *\tfw \u:^arturc in. Poiiticat Ecmamj, 
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rage price for the day would be about $is., and the total 
, amaunt sold would not differ far from 700 quarters. 

Thus the Nornialpriceof corn varies from one age to another 
under the slow action of economic changes : meanwhile in each 
age the average price between successive harvests varies from 
year to year, owing to the failure of producers to adjust the 
supply of corn to the demand for it : and the daily price in each 
market is swayed backwards and forwards on eitlier side of the 
average price for the year by the calculations and bargainings 
of dealers. 

In the case of corn the demand is pretty well known before- 
hand ; and the rapid fluctuations that occur in its price from 
week to week and from day to day, are chiefly due to imperfec- 
»:«„. ;„ ,\.^ ^r'-.^,.^^ [hat dealers form of the stocks in existence 



at any time, and to changes in their forecasts of the coming 
harvest. There are many other things, such as coal and iron, 
the prices of which fluctuate from day to day chiefly in conse- 
quence of the estimates that dealers form of the present and 
coming demand for them. But whatever be the nature of the 
calculation by which the bargainings of dealers are chiefly 
governed, these bai^ainings, except when dealers combine lo 
keep prices artificially high, tend to make the market price such 
as to equate supply and demand in the market. That is they 
tend to make the price such, that the amount which people are 
■willing to offer for sale in the market at that price is just equal 
lo the amount which can find purchasers at that price in the 
market. 

§ 4. Let us next consider some fluctuations of price that 
arise from the failure to forecast changes in demand. 

A change of fashion often makes the Market price of some 
I kinds of materials very much higher or very much lower than 
1" their Normal price, A manufacturer who is quick in reading 
the signs of the times, and anticipates the coming demand for 
I stuffs of a particular kind, makes large profits. But in this case 
' supply can be adjusted to the demand very rapidly ; and therefore 
1. the price cannot easily be raised much by an increase in demand 

unless it is very great and sudden. 
' But it is otherwise with houses, the supply of which cannot 
|l be quickly increased to meet a new demand; their value 
I' rises and falls with changes in the prosperity of the place in 
I which they are. When Berlin became an imperial city, there 
( was a great demand for house room : house rents rose ex- 
i. travagantly, and hod-men earned in a day more wages than 
f agricultural labourers earned in a week. On the other hand 
the value of houses falls very low in places from which popu- 
lation is receding. There is more than one place in America in 
I which a town of 20,000 inhabitants has grown up ia a. ^e.a.^,';«S 



BOOK III. CHAP. II. 5 s, 6. 

in a few more years has been deserted, and the houses 
been left valueless. In some Cornish villages which have been 
deserted by their mining population, and in some other parts of 
England, houses can be bought for less than half of what it 
would cost to build them. 

§ 5. Prices are liable to great fluctuations in trades in which 
therevis a great use of Fixed capital. For when prices are aL 
their Normal level, the price of goods not only returns wiift.^ 
interest the cianuracturer's outlay for raw material and labour,,' 
but also gives interest on his Fixed capital with an allowance' 
for its Depreciation, and pays his own Earnings of Managemeut , 
As long as the price pays him back what he spends '" "— 
materii and labour with interest, his desire to keep hi; 
men together, and to keep up his trade connexions may induce, 
him to go on. Therefore, the more Fixed capital a manu>' 
facturer uses, the stronger are his inducements to keep hifl^ 
factory at work even after the price of his goods has faUen c' 
long way below their Normal value, and thus to force dowa 
prices further still. 

Again, most of the capital that is Fixed is also Specialised. 
The capital for instance that is sunk in opening a coal minb, 
cannot be withdrawn from it when the price of coal falls ; anfl', 
a prudent capitalist will not be induced by a high price of coali 
to invest money in coal mines, unless there is reason to exped, 
that the price will be sustained for a long while. The price of 
coal may therefore rise far before any attempt is made W 
increase the supply by opening up new mines ; and even a&ef 
that, a considerable time will elapse before the supplies from thtt. 
new mines can exert any influence. Coal mining requires aim. 
a great deal of Specialised Personal capital ; and a stidden ia^ 
crease in the supply of coal cannot be got without sudden 
increasing the number of miners. Men who are not famili 
with the dangers and discomforts of underground life, cann 
be attracted to it except by high wages ; and since their labo 
is at first very inefficient, the wages paid for raising a ton of rai 
are very much higher than the Normal wages of the wot 
And therefore the increased demand is able to raise the price , 
coal very high without calling forth such an increase of supp6| 
as to force the price quickly down again. On the other haon 
when the demand for coal falls off, the Material and Personal 
capital that is specialised in coal mining keep up the supp^ 
and the price is forced down very low. The use of coEd 
domestic purposes varies but little from year to year ; the a 
of coal that is wanted for making steam varies a little 
but by far the most important variations in the demand for 
are due to its use in the manufacture of iron. 

/ & There are great fluctuations in tlve ^rice of 
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becaqse a rise in price does not increase quickly the supply of 
the coal and iron ore, and of the Fixed capital that are wanted 
in its manufacture ; partly because the demand for iron is 
subject to violent changes, in consequence of its being chiefly 
used in making machines, railroads, and other forms of Fixed 
capital The demand for Fixed capital is liable to more ex- 
treme fluctuations than the demand for commodities that are 
wanted for. immediate consumption, and the trades which make 
Fixed capital are more affected than any others by alternations 
of commercial prosperity and adversity. For while credit is 
expanding, the extra purchasing power which credit gains goes 
chiefly to traders and trading companies, who, whether they 
want it to begin or to extend their business, are sure to spend 
a great part of it on machinery, buildings, ships, railway 
material, and other forms of Fixed capital. On the other hand 
where credit is contracting many find their means of purchasing 
altogether cut off, while those whose means are not straitened 
do not care to invest in Fixed capital until they think prices 
have nearly reached their turning point. 

The price of pig iron was doubled, and the price of some 
kinds of coal was quadrupled in the years 1870— 1873, but now 
their prices are lower than in 1870 ; the wages of labour in the 
iron trades rose fifty per cent, in the years 1870 — 1873, ^^^ have 
again fallen ; and similar changes have occurred with each 
fluctuation of general prosperity. The price of iron in England 
and other countries rose more rapidly than almost any other 
prices in the years preceding each of the crises of 1837, 1847, 
1857, and 1866 ; and it fell more rapidly than most other prices in 
the years following each of these crises ; so that not only the 
price, but also the value or general purchasing power of iron 
rose and fell at each of these periods. Nearly the same may be 
said of the building trades as of the iron ti-ades, the wages of 
navvies and of masons, bricklayers and carpenters have risen 
rapidly before, and fallen rapidly after, almost every crisis. 

In some periods of. commercial depression almost the only 
demand for Fixed capital comes from manufacturers who do not 
like to close their works for alterations while trade is brisk ; 
but who, when trade is slack, and the prices of building and 
machinery are low, take the opportunity of making such exten- 
sions and repairs as may enable them to profit by the revival of 
trade when it comes. But this demand is not nearly sufficient 
to make up the deficiency that arises from the general contrac- 
tion of credit, from the failure of old firms and public companies, 
and from the absence of new companies. 

The present depression of trade has been accompanied by a 
^eat falling off of England's exports, but not by a correspoaditv^ 
diminution of her imports. This is pai\\"Y ^^'^ ^^ ^^ ^''^^^ '^'ax 

\\ — ^^ 
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Englisfamen, having suffered great losses in foreign ini-estmeii 
Iiave been bringing home a great deal of ibeir capital £ 
abroad. When English capital is lent to foreign coum 
much of it is generally spent on railway lines and machinery 
that are bought in England. This was especially the case in 
the years of prosperiiy that preceded 1873; and the subsequent 
dechne of England's exports injured the iron trade more than . 
other English trades. But it did not affect the building tiad^ 
because Aey do rot make things for eiportation. On the oth< 
hand the capital which Englishmen brought home could not b 
invested here without leading to a demand for building i. 
various forms, and so somewhat sustaining the building Irad^ 
This explains why it was that after 1873 prices fell very rapidf 
in the iron trade, but were kept up for a long Evme in tiie buiT^ 
ing trades. 

§ 7. One cause of an increase in the demand for a c 
modity is a failure in the supply of something for which it c; 
substituted. Thus the failure of the supply of cotton durin 
American war increased the demand for wool JWain, __. ^ 
cause of an increase in the supply, and consequent ^1 in the 1 
price of anything, is an increase in the demand for something 
ihat is produced with it. The prices of the gas and the coke 
that are got from a ton of coal, must together be enough to 
cover their joint Expenses of production. If the demand for gas 
rises, more coke will be produced, and its price must fall, s4 
that the increased supply may be taken off the market. T&. 
rise in the price of gas must be sufficient to cover this fall lii 
the price of coke, and also to cover the increase, if there is 
in the Joint Expenses of production of gas and coke, 
since the repeal of the Corn Laws much of the wheat coi 
in England has been imported, of course without any stra 
This has caused a scarcity and a consequent rise in the priced 
straw, and the farmer who grows com looks tt 
great part of the value of the crop. 

The value of straw then is high in countries which im 
com, and low in those which export corn. In the same way tl 
price of mutton in the wool- producing districts of Australia W 
at one time very low. The wool was exported, the meal ^ 
to be consumed at home; and as there was no great dcmi 
for it, the price of the wool had to defray almost the whole ^ 
thejoint Expenses of production of the wool and the meat. AfMj 
wards the low price of meat gave a stimulus to the tradej| 
preserving meat for exportation, and now its price in Austr^ 
IS higher. 

Similar remarks apply to that part of the Expenses of p 
duction of a. thing which depends upon transport, whethefM 
he raw material to the place ol ma.Ti>it3.ct\i\B, or q( the finishe^ 
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commodity to the place of sale. The expense of making and 
keeping in repair roads and railways is shared among the 
different things that pass over them. When the discovery of 
mines in a district leads to the making of railways to it, the 
inhabitants at once find that they get a higher price for every- 
thing that they produce to be sent away to distant markets, and 
that thej" have to pay a lower price for things which they buy 
from a distance. Agam theexports from England being less heavy 
and bulky than those from America the competition for freights 
from England is so great as to keep them very low, and tbus 
to throw the greater part of expense of working the ships on 
I the freight of goods from America. Any increase in the American 
demand for the heavier and bulkier kinds of English goods 
increases the competition of ships for freights from America, 
and so lends to lower the price of American goods in England. 
Again, if a commodity which is heavy but not bulky, is eicporled 
in the same ships with another which is bulky but not heavy, 
the freights which either of them has to pay may be very small 
or very great according as the demand for the other of them is 
very great or very small. For instance, ships whose chief 
cargo consists of iron rails, often carry light Staffordshire 
potteries for very low freights. And tin is brought from 
Australia in wool ships as b^ast, almost the whole expenses of 
the ships for the double journey being borne by the wool : but jf 
' the production of minerals in Australia were to increase, and 
that of woo! to decline, the wool might be carried for very low 
freights. 
I § S. When an increase in the demand for a commodity 

I raises its price, the gain at first goes almost entirely into the 
I hands of the manufacturers. But soon their eagerness to extend 
I their business leads them to compete with one another for the 
I hire of labour, and gradually wages rise till a large part of the 
I gain is transferred from the employers to the employed. Con- 
versely when thedemand slackens and the price of the commodity 
I falls, the burden of the fall is at first home entirely by employers ; 
but gradually it is in a great measure transferred from them to 
the employed. The manner in which wages rise in the one case 
and fall in the other, and the distribution of the rise or fall 
among the various classes of workmen who are employed in 
producingthe commodity, are a good deal influenced in England 
at the present time by trade combinations ; and they will be 
most conveniently discussed at a later stage. 

But it may be noticed here that movements in wages almost 
always follow, and scarcely ever occasion, movements in prices. 
A rise in price is occasioned by an increased demand : after a 
time wages rise ; still the demand increases, and still the 
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price rises ; but the further rise in price is occasioned a 
first rise was by the fact that demand has increased t 
rapidly than supply. It is true that the rise in wages s 
to play some part in sustaining the upward movement of prices; 
for if wages had remained low, and the whole gain of the high 
prices had gone to profits, capital would have been attracted 
into the trade more rapidly, the supply would have increased 
faster, and therefore prices would not have risen so much. 
But still each rise in wages is caused directly by a rise in priCQ;^ 

The upward movement in wages is scarcely ever so great utl 
proportion as the upward movement of prices, and therefortfl 
scarcely ever so great as the upward movement of the Earningra 
of Mauagement. One cause of this is that the rise in price gocM 
in the first instance, as has just been said, entirely into tlx^l 
pockets of the employer ; and the rise in wages seldom begial^ 
until the rise in profits has called forth increased competition. 1 
among employers. But another cause is that a great deal of 
risk is involved in bringing additional capital into a trade to 
meet what is not unlikely to be only a temporary increase in 
demand ; and part of what appears as a rise in profits is really 
only insurance against this risk. 

In just the same way when the demand slackens, price»J 
begin their downward movement first ; the fall of wages beginsS 
later on ; it is occasioned by and is not the cause of the fall irf 
prices; and the fall in price and the consequent fall in profits is 
much greater in proportion than the fall in wages. At such 
times indeed there is often no profit at all, but a great loss of 
capital This loss may be unequally distributed among the 
various producers, but taking trade as a whole, it may be , 
regarded as paid out of that insurance fund which 1 
together in times of high prices and high profits. 

C§ 9. When the wages of any class of labourers haTe t , 
raised by a rise in the price of the commodity produced b 
them, the rapidity with which an additional supply of labot 
comes into tne trade depends on the relation in which theai 
wages stand to those of other trades. If the wages ii 
are abnormally high relatively to others, the rise is likely t 
attract so much additional labour, as to prevent the upwal 
movement of wages from going very far, and to make them h 
fast and far when the time of depression comes. On the 
hand, if, before the rise came, the wages were below theil 
Normal level relatively to other trades, the rise may go on fi ' 
a long time without bringing in much additional labour, i 
whatever rise is gained will probably be maintained. 

Thus we see how the Law that Normal value is determine 
by Normal Expenses of production is consistent with the £ 
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that market fluctuations of value are the cause and not the con- 
sequence of market fluctuations of Expenses of production. 
If Ricardo and Mill had taken more pains to make clear the 
distinctions between the theory of Normal value and that of 
Market value, there could not have been as much controversy as 
there has been on the question whether value is governed by 
Expenses of production, or Expenses of production by value.] 




CHAPTER III. 



§ I, When seeking for the Law of Normal value of a conu, 
modity, we noticed that the same commodity may have different 
Normal values in different markets. Its Normal value in aiijr. 
market is equal to its Expenses of production there, and among' 
these is lo be reckoned the Expense of carrying it there from] 
the place at which it is made^ including of course any cus> 
toms duties that have to be paid on the way. Thus the Law 
of Normal value contains in itself the following LaWB of IiOCltl 
Variation of Normal prices: 

If two markets are supplied with a commodity from thft 

same source, its Normal value is higher in the morei 

distant (or less accessible) market by the difference 

between the expenses of carrying it from the place 

where it is made to those markets. 

If there are two places in which a commodity is made for 

sale in the same market, its Normal value is lower iil 

the more distant (or less accessible) of these two places 

by the difference between the expenses of carrying it ttf 

this market from the two places. 

These laws take it for granted that if the difference between' 

the prices of a commodity in two markets is greater thati th^ 

expense of carrying it from one to the other, some one will sej 

to work to bring it from the cheaper to the dearer market 

They assume that there are men connected with these marke 

who have the capital and the business habits required for tl 

work; and that the demand for the commodity is on s 

a scale as to make it worth while to organize a traffic in 

These conditions are fulfilled when the commodity is 

general use, and when the markets are large towns in close c 

jnercial intercourse with each other ; local variations id _ ^ 

wholesale prices of the staple wares of commerce are, wifhM 

"ons, to be attributed W dWetwvtea wi t' 
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of transport The most important of these exceptions occur 
when some producers are very anxious to force their way into a 
distant market. The competition of others who are more 
advantageously placed for supplying this market may induce 
them to sell at a price so low that, after allowing for the 
expenses of carriage, it does not afford them the ordinary rate of 
profits ; while perhaps they make up this deficiency by com- 
Dining with one another to sell at a high price in their c 
markets. Thus for instance English manufacturers sometit 
sell goods in America at a price which, after allowing for taxes 
and expense of transpoit, is lower than that at which they sell in 
England ; and some American goods, such as sewing machines, 
are sold in Canada at a lower price, allowance being made 
for the customs duty, than in the United States. But the 
tendency of competition is to remove anomalies of this kind by 
breaking up local combinations, and compelling the producers 
to sell in the home market at a price equal to the Expenses of 
production of the commodity there. 

Where there is no organized traffic, prices are not deter- 
mined by free competition ; their local variations are not go- 
verned simply by the above laws. Some account then must be 
given of the local variations of the prices of things that cannot 
easily be sent long distances to market, and of retail prices 
generally. 

§ 2. First among the things which cannot be sent to market 
is land. But railways now enable many kinds of agricultural 
produce to be sent great distances to market; and thus bring 
them under the Laws of Local Variations of Normal prices. 
And since the rent of land is the excess of the price which its 
produce fetches, over the expenses of raising it and sending 
it to market, it follows that, if land were always let by free 
competition for agricultural purposes, rent would be brought 
under the indirect influence of these laws. 

And the value of land is in a great measure determined by 
its renL For suppose the rate of interest for safe investment 
were four per cent, so that people could obtain a secure in- 
come of ^loo a year from the investment of .£2500. Then if 
rent were the only advantage which land gave to its owner, and 
if rent were not likely to rise, people would be willing to pay 
just ^£2500 for land that would yield therti a secure rent of ^100 
a year. But when people buy land they often look forward 
to a rise in its rent. The opening up new fields for agriculture 
in America and increased facilities of transport may indeed 
check the rise in the value of agricultural produce, and so 
check the rise in the rent of English fai-ms ; but the rise in the 
rent of land near large towns and in manufacturing districts 
seems likely to continue without much vnl.evtM^'.OTi, T^wa-^SR-, 



s it is caused by the growth of populat 
dependently of any action on the part of the landlord, has been 
called an " unearned increment " of the rent of land. When 
this has been estimated, the amount that is added to the value 
of the land on account of it, can be found by a simple arith- 
metical calculation. 

But this is an incomplete account of the causes whictl 
determine the value of land. For firstly, even where competi- 
tion is perfectly free, allowance must be made for the othec 
advantages which land affords besides the right to receive its 
rent. Some people derive a peculiar pleasure from the owner-. 
ship of land ; they love their land as they love their dogs, anj 
they are as willing to pay for the gratification of their affection!, 
for the one as for the other. This feeling, and the social position.' 
which land gives, raise its value further still. But the amount' 
of this last addition depends on national character and on social' 
arrangements which vary from one country to another ancl' 
from one time to another; and these variations obey no law. 

Secondly, the rent of land is seldom determined byperfectlj^ 
free competition. The comfort of the landlord, the social post, 
tion which counts for much in the value of his land, requiis 
him to Uve on cordial terms with his tenants ; and he is seldon\ 
anxious to drive hard bargains with them. The competitjot 
for a farm is often practically limited to a few families in itL^ 
neighbourhood, or rather, to those who get on weU with the 
landlord in personal and social and political matters ; and thft; 
landlord would often find it difficult, even if he were inclined 
to do so, to exact the highest rent which the land could b4 
made to pay. 

On the other hand it is true now, as it was in Adam Smith's 
time, that " upon equal or nearly equal profits men will chooJA 
to employ their capitals rather in the improvement and cultii 
vation of land than in manufactures or foreign trade." '^ 
some parts of the country, in which landlords grant long le 
to their tenants, and enable them to invest their capital securel; 
in the land, competition raises rents so high as to make thi 
farmer's rate of profits lower than that in almost any oths 

§ 3. The hindrances to the free play of competition in deter- 
mining the rent of land are relics of the pasL In the village 
communities of our Germanic forefathers, and in the similar 
communities that still exist in India, we find no sjich thing a 
private property in land ; the price of land is not ruled by con 
petition, because it has no price. Custom determines the prii 
of everything that is made and sold in the village. It is only i 
the case of those few things which the villagers buy from ou 
s/dcis, or which they make ta be sold to outsiders, that pria 



i 



"7* 

is determined by bargaimug and free competition, and is affected 
at once by economic changes. An influs of precious metals 
into the country would raise the price of these things at once ; 
but for a long while it would hardly affect the prices of those 
things that each village made for itself. In the course of time 
however the villagers would find that they earned much more 
by making things to be sent away and sold at the new high 
prices, than by making things to be sold for use at home at the 
old customary prices. They would slowly seek the more profit- 
able work ; the things wajited for home consumption would 
become scarcer, and in spite of custom their prices would 
gradually rise. The more secluded a village was, the less trade 
it had with distant places, the longer would it be before its 
prices were affected by the influx of the precious metals. 

The influence of custom has not yet died out in civili/ed 
countries. In agricultural districts there are many villages which, 
at all events until quite recently, have had scarcely any inter- 
course with the rest of the country. Before the development of 
railway's, to^vns drew most of their supplies from the country 
lying immediately around them, and the remoter districts often 
did not feel the influence of social and economic changes in the 
life of the towns until more than a generation after they had 
occurred. 

Habits of enterprise grow slowly. Those parts of the country 
which till recently had scarcely any communication with other 
places, still shew little eagerness to avail themselves of the 
means that are now within their reach of sending their produce 
to distant markets. But they are being roused from their 
lethargy by the enterprise of townsfolk who are organizing the 
supply of dairy produce and other perishable things from remote 
districts to large towns. The sluggishness of some farmers, their 
unwillingness to read newspapers connected with their trade, 
and their habits of suspicious secrecy towards one another, pre- 
vent there being a uniform wholesale price for dairy produce ; 
and it often happens that two farmers living side by side sell 
their milk at unequal prices. But competition is much more 
effective than it used to be ; " beef, mutton, veal, butter, eggs 
and poultry for example have risen about twenty-tive per cent 
in the London market, but they have risen a hundred per cent, 
above their rates a few years ago in the inland parts of Ireland 
and Scotland on the new lines of railway. The common price 
of meat in the towns in the interior of Ireland before they were 
connected with the ports and the English market by railways, 
was from sjrf. to 40'. a pound, and now it is from -;d, to M}" 

An interesting example of the more intimate relations in 

' CliSfe Leslie's Essay! on Palilieal and Moral PhUosofiy, p. 377 
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which the rural districts now stand to the towns is found bf 
comparing the way in which the new supplies of the precious, 
metals distributed themselves over town and country after thft 
discoveries of American mines at the end of the fifteenth, s ' 
in the nineteenth century. In the fonner case two centui 
elapsed before the full effect of the new supplies was felt all o 
Europe. The new silver remained almost entirely in a I 
towns and commercial centres, " prices rising enormously ii 
London for example, while wholly unaffected in parts of the. 
Highlands of Scotland and of the West of Ireland, and but! 
little affected even in some parts of England not far from the- 

Eut now it is the country districts, those which have recentljr 
been opened up by railways which have absorbed the chief 
share. A good mstance of this is to be found in Germany ; for 
while some parts of the country have recently gained good rail-^ 
way communication, there are vast tracts which are still ^ 
little aiTected by the new means of transport. New supplies 
gold have poured in and the banking system has grown rapidlyj 
and just before 1873 prices rose generally. But while the changff 
was very great in some parts, it was very little in others ; and 
Mr Cliffe Leslie, after a careful study of price lists when the 
movenrient was at its height, concluded that the immediate effect' 
of the change was on the whole not to diminish, but to increaa^ 
local inequahties of prices. He divided Germany into fout 
monetary regions, and found that prices remain very low ifi; 

places in arrear of the world's progress in respect of their r '" 

of locomotion as in other respects ; that they have riser 
siderably in places communicating by steam with good market^ 
but not themselves the sites of much enterprise or possessinj 
any special attractions ; that they have risen rapidly in placdl 
which unite the best means of communication with local activi^ 
or considerable resort from without ; and most rapidly of al 
in those places which besides having these advantages, lie n — 
the traffic and movement of western Europe'. 

The special causes which affect retail prices will best hit 
considered in connexion with local variations in the earnings 
of retail dealers. And we now proceed to enquire into the local 
variations of wages and profits. 

§4, Adam Smith tells us that "man is of all so 
luggage the most difficult to be transported." And Brentairt 
goes to the root of the matter when he says that what dis- 
tinguishes labour from all other wares is "the absolutely i 
dissoluble union between the labour and him who offers it I 
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sale'." The seller^of a commodity generally cares little where, 
and to whom he sells, so long as he gets the beat price for it. 
But it is altogether different with the labourer. During the 
whole time for which he has sold his labour, he himself must be 
in that place, and with those companions, and subject to that 
authority, which the employer may prescribe ; and when his 
work is over, he is still confined to the society of those who live 
in the neighbourhood of his worlc He refuses therefore to 
leave his home in search of higher wages, unless he expects 
these wages to compensate him not only for any discomforts 
that his work may bring, but also for the separation from his 
friends and relations and from the familiar scenes and associa- 
tions of his native place. It has already been said that in 
reckoning the Net Advantages which draw men to an occu- 
pation and exert an influence on its Normal wages, account 
must be taken of its incidental comforts, of its healthiness, its 
cleanliness and its social repute. It must now be added that 
among the Net Advantages which bind a man to an occupation 
in one particular place, and so influence its Market wages, 
these personal friendships and affections and old associations 
are among the most important. It is to this, no less than 
to apathy and ignorance, that we must ascribe the real in- 
equalities that there are in the wages of the same trade in 
places not very distant from one another. But such inequalities 
are often much less than they would appear if we looked at 
Time-wages alone without allowing for local variations in the 
average efficiency of labour. In fact when Task-wages are 
equal, an inequality of Time-wages is no real inequality : at 
all events it is not one of those inequalities which competition 
tends to remove. 

We have already noticed how a rise in the rate of wages in 
a district may lead in the course of a generation, if not sooner, 
to such an increase of efficiency that labour is no dearer to 
the employer; he has not to pay higher Task-wages than 
before the change'. For instance, in 1770 the average weekly 
wages of agricultural labourers were 7^. dd. in the southern 
counties of England, while they were only 6s. grf. in the nor- 
thern. The growth of manufactures in the northern counties 
has drawn away labourers from the land, and by causing a 
scarcity of labour has raised agricultural wages to an average 
of iij. M. in 1850, and to an average of i8j. now. Meanwhile 
the average wages in the southern counties have only risen 
to 8j. 6rf. in 1850, and to about ijj. now. But the higher wages 
lia^e so increased the average strength and efficiency of the 

' ArbdIrrgUd/n, Vol. n. p. 6. 



northern labourer, that the Task-wages in Ihe North are I 
higher than in the South, 

[5 S- In considering the influence of wages on the effidentg 
of the labourer, we ought of course to look not at money o 
Nominal wages, but at Real wages ; that is, the necessarie.,^ 
comforts and luxuries which wages will procure forlhe laboural 
But comforts and luxuries and the opportunities of such at 
education as makes bright and intelligent workers, are generally; 
scarce where necessaries are plentiful. So that the monqi 
wages of labourers in different parts of the world are a bettee 
measure than at first sight appears of the energy which Ihehi 
children are likely to have when grown up. And Mr Brassqf 
asserts that the money cost of navvies' work, such as diggii^ 
a railway trench, its Task-wages measured in money, are near^ 
the same all over the civilized world. The chief exceptionfl 
to this rule are to be found in new countries, a ' ' 
old countries whicl 
activity ; for the i 

sembles that of new countries in many striking respects. 
Time and Task-wages are generally high in such places 
there has been time enough for them to be reduced to their 
Normal level by the growth of population.] 

[§ 6. Another cause which tends to equalise Task-wages ia 
different places is the competition of goods made in different 
places but sold in the same markeL 

For instance English and Belgian locomotives are sold a 
the same price in markets about equally accessible to Eng' 
and Belgium. The natural advantages of the iron trades ii 
two countries are about equal and the rate of interest is neatly 
the same, so that the share of the price which goes to c^ita^ 
and therefore the share that remains to industry must be about 
the same in the two cases ; and the earnings of English and 
Belgian producers of iron must be about equal for the sams 
efficiency. But since the average efficiency of the English 
ironworker is higher than that of the Belgian, whatever tends 
to equalise the Task-wages of the two tends to make their' 
Time- wages unequaL 

The producers of iron consist of many v 
workers such as coal miners, iron miners, puddlers, engineer^ 
&c., and employers; and if it happens at any time that theJ 
Task-wages of miners are higher in England than in Belgiumi 
while tlie Task-wages of puddlers and engineers are correspond 
ingly higher in Belgium than in England, these inequaliti« 
will not be directly affected by the competition between Englid 
and Belgian locomotives. But here comes into play the moi 
mcnt from one employment to another in the same district, a 
the selection by parents for ibeit children of the most advan- 
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lagi^ovis employment within their reach. These causes, as we 
have seen, esiablish Normal relations between the wages of 
different trades in the same district. If In England puddlers" 
wages are abnormally low relatively to those of miners, while 
in Belgium miners' wages are abnormally low relatively to those 
of puddlera, there will be in each place local changes at work 
tending to remove these inequalities. And if the wages of the 
various classes of workers engaged in the produciioQ of iron 
stand in about the same relation to one another in England as 
they do in Belgium, then tke competition of their manufactures 
in neutral markets will tend to m^ke the Task-wages of each 
class equal in the two countries. 

This competition affects indirectly other trades. Take ibr 
instance the case of English bricklayers who do not compete 
directly with foreigners. The wages of bricklayers tend to bear 
a certain Normal relation to those of puddlers in each country ; 
and therefore competition in the iron trade, by tending to 
equalise the Task-wages of puddlers in England and Belgium, 
tends also to equalise the wages of bricklayers, in the two 
countries. This indirect tendency towards the equality of T.asl«- 
wages in two places which compete in neutral maricets often 
escapes attention. It acts silently, but it acts always, it acts 
. everywhere, and il affects every trade.] 

5 7. A striking instance of local variations of wages is 
afforded by the wages of women. Man is difficult of transport ; 
but woman has even less power of choosing the place in which 
she works ; she is more bound by family ties, and she cannot 
seek her fortunes in the world as freely as he can. The compe- 
tition of those coming from a distance has not lowered the wages 
of women in the textile districts as rapidly as it has the wages 
of men in similar cases. And since women cannot easily move 
to the factories, cotton factories have sprung up in iron districts 
to take advantage of the labour of the wives and children of the 
ironworkers. Perhaps the strongest instance of the local varia- 
tions of Task-wages is to be found in the case of domestic 
servants. Their wages are rising rapidly in England under the 
influence of a growing dislike to the loss of personal freedom 
which their work involves. This dislike is so strong in some 
new countries that few but immigrants will enter domestic 
service, and they often get very high wages ; but in backward 
countries people are willing to do the work of servants for low 

In England many women get low wages, not because the 
value of the work they do is low, but because both they and 
their employers have been in the habit of taking it for granted 
that the wages of women must be low. Sometimes even when 
men and women do the same work in the same ta.cWiT^ittfSL 
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only the Time-wages, but also the Task-wages of the v 

e lower than those of the men. In 50 far as this inequality 
uue to custom, it will disappear with the progress of intelligent 
and of the habits of competition. But more of it than at fin 
sight appears, is due to causes that are likely to be permanent 
Employers say that if a man and a woman are equally gaoi 
workers, the woman is of less service in the long run. For althougl 
she is generally more anxious than a man is to merit the ap- 
proval of the employer or overlooker, — she does not give up hec 
whole mind to her work in the same way as a man does: her 
work is more liable to be interrupted than that o' 
she is less likely to continue at it during her whole life : part^ 
for these reasons, her thoughts are occupied more about hei 
home and less about the place in which she works than his are 
and she has on the whole less persistence, and less judgmenl 
and resource in cases of difficulty. Thus though the accuracy 
with which women follow their instructions is very serviceable 
in some branches of the work, the employer often prefers to have 
men, because he can select from them foremen and overlooker) 
as well as workers in those branches of the business in whicll 
discretion is wanted. Again many kinds of work which an 
generally regarded as light, occasionally require the use of greK 
physical strength, and perhaps the working overtime in speda 
emergencies ; and for such work women are at a disadvantage^ 
Thus the occupations for which women are well fitted are fewj 
and therefore overcrowded and badly paid. And this jnfluencej 
custom and general opinion, and causes women to be underpaid 
when they are doing difficult work well. 

But the progress of science and machinery is opening out t( 
women many new occupations in which very little physica 
strength Is required. Telegraphy is a good instance of these. 
and in all the lighter metal trades women ate, with the aid q^ 
machines, doing work that used to belong exclusively to me^ 
and being paid for it wages at all events much higher than t] 

average wages of women used to be. Meanwhile thep 

of education is filling women to do more difficult w 
making them more ready to demand, and employers 1 
to grant them higher wages for it : and it is much ii _ 

their employment in the highef part of the work of educatioii 
itself. Prejudice, and trades union rules, have kept them out of a 
very few occupations for which they are well fitted ; but th« 
progress of enlightenment is breaking down this opposition 
generally, and in particular in that case in which it has be^ 
most detrimental to the public weal, namely the medical treat- 
ment of women and children. The experience of France shew* 
that much more of the work of business management might 
safely be entrusted to women than is yet done in England ; an4 
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there is every reason lo believe that there will be a gradual 
increase In the number of cases like that of one of the largest 
and most successful brass works in Birminghatn, in which the 
post of genera] manager is filled by a woman. 
' § S. Local variations of profits may be caused by local 
■variations of interest, or by local variations of the Earnings of 
Management. We have seen that the growth of the modem 
Evstem of credit has equalised the rate of interest throughout 
England ; and that a man of business has in some respects 
greater facilities than any other class of workers have, for 
jftioving from a place where there is a poor market for his 
abilities to one where there is a good market. It is true that 
by a change of place he may lose some capital which has been 
sunk either in establishing a good local trade connexion, or in 
erecting buildings and other plant that cannot be removed ; but 
bis habits and resources lit him for learning what is going on in 
distant places and for taking advantage of his knowledge. And 
on the whole the Task-earnings of Management, the earnings 
that are got by ability of a given order, do not seem to vary very 
■much from one place to another. But a tendency towards the 
equality of Tasfc-earnings of Management in two places is a 
tendency towards tlie inequality of the average rate of profits 
when the average ability in one of them is higher than in the 
ether. A good instance of this is seen in the case of farming. 

Where the population is vigorous and enterprising, farmers 
and labourers have a high standard of efficiency and get high 
earnings ; so that we should expect to find that farmers' Earn- 
ings of Management are high where labourers' wages are high, 
and low where wages are low. And observation shews that 
this is the general rule. We should also expect to find that 
■where land is rich the population is well fed and vigorous r 
and that therefore where rents are high farmers' earnings and 
the wages of labour are generally high. This rule is subject 
to much greater exceptions than the preceding one ; be- 
cause the vigour of the population and the current rates of 
■wages and farmers' earnings are often more affected by the 
neighbourhood of manufactures than by the richness of land: 
they are high in the North of England where the land is poor, 
and they are low in the South of England where the land is 
fich ; and again the^ are very high in new countries where land 
can be got for nothing and no rent is paid. But if we compare 
different parts of Europe which are under equally favourable 
conditions in other respects, and which are not near manufac- 
turing or mining districts, we find that the rule holds fairly 
well". 

5 g. There is however one class of occupations in which 
' Comp. Cliffe Leslie, l.t., ^V- ^'ii — ITi'^' 

I 
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the local variations of profits are great. The Earnings t 
Management got by small shopkeepers vary a great deal firiM 
one country to another. For instance they are very low i 
Germany, and thej' are very high in America. For there ax 
many Germans who have the little capital and education that 
small shopkeeper requires, and who like an easy Ufe. But 1 
new countries those who have a little capital hope to work haf 
and make their fortunes ; so they will not keep a shop unless the 
can get a good income from iL The difference between reta 
and wholesale prices is therefore greater in England than } 
Germany, greater in America than in England ; and as anoth* 
consequence of the same causes, large capitals have displace 
small capitals in the retail trade in America more than { 
England, and in England more than in Germany. 

We may next consider the question ; — how is it that 
prices often differ much in different parts of the same 
that they are for instance higher in the West-end than i 
East-end of London P The answer is not the same for a. 
kinds of trades. In trades that deal in things the selection 
which requires taste, the shopkeepers of a fashionable neig 
bourhood must be men of taste themselves. They must alwaj 
be well provided with the goods that are coming into fashitK' 
they must promptly rid themselves, even at a loss, of all goo 
that would lower the general character of their stock ; and 
they must offer their customers a large choice, their stock 
goods must be very great in proportion to their sales. Hi^ 
prices will always be charged in such shops ; and high price 
will not deter the rich from going to them. But it is different; 
with shops which sell provisions and other goods, in the selectioa' 
of which little or no taste is required. There is nothing to 
prevent a shopkeeper who can get a wide reputation for seSii(^ 1 
ordinary things of a good quality and at a low price, froiBj 
absorbing a large pan of the trade of his district ; though ofi 
course he cannot attract the custom of those who purchase 
through their servants and do not pay their bills promptly. 
Such people will always support a special class of shops where; 
high prices are charged from which to deduct a commission foe 
the servants, interest on all debts, and insurance against bad 
debts. 

Retail prices fluctuate less than wholesale prices. The 
reason of this is that the retailer can keep bis customers if hO 
satisfies them that on the whole his prices are fair. TheydOi' 
not watch the market closely, they do not know whether in eacb> 
separate charge he has made proper allowance for the fluC" 
tuations of the market. But in large wholesale transactions ths* 
purchaser examines each bargain on its own merits. In ini" 
portent tfansaciions the higgling and bargaining of the market 
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are a fit occupation for business . men ; but in most retail 
transactions it is a waste of time and energy to bargain. 

[It is often said that the high rent which a West-end shop- 
keeper has to pay compels him to charge high prices. But this 
is an instance of the error of mistaking cause for effect, which is 
often made with regard to rent. If a shop is so situated that a 
shopkeeper who has sufficient capital and understands his 
business can make large net profits in it, its rent will be high : 
otherwise not. The shopkeeper may make these large profits 
in either of two ways. If his shop is in the West-end he can 
hope for custom even though his prices are high, and perhaps 
he would not much increase his sales by selling cheaply ; so he 
charges high prices and pays his rent out of them. If his shop 
is in the East-end, he knows that he must sell cheaply, or not 
seU at all ; and he has to be content with a low rate of profit 
each time he turns over his capital ; but if he is in a first-rate 
position he can turn over his capital many times a year, so his 
annual net profits may be very great, and he may be willing to 
pay a very high rent. Prices are low in many of the most highly 
rented shops in London ; and they are very high in some of the 
quiet streets in the fashionable parts of London where rent is 
not very high, and in many villages where rent is very low. 
Rent does not then enter into retail price any more than it 
enters into wholesale price ^ ; but some advantages of situation 
cause high rents and high prices, and others cause high rents 
and low prices.] 

^ See Book 11. ch. iv. 
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CHAPTER IV. ■ 



MONOPOLIES. COMBIKATIONS. 

§ I. IK examining market fluctuations and local variation 
of prices and wages, we have so far supposed each man ti 
fashion his own course without: any special agreement with h' 
neighbours in the same trade. But now we are to discui 
the influence exerted by trade combinations. These may i 
organized into formal societies with definite rules, or they n 

simply adhere together under the influence of cuslc 

real or supposed community of trade or class interest 

If the producers of a commodity are many in number a 
act without any concert, it is to the interest of each of tT 
to increase his supply of it whenever he expects to obtainjl 
price greater than its Expenses of production. So that I 
price of a commodity cannot long exceed its Expenses of p 
duction, if there is free competition among its producers, 
where there is not this free competition, where the whole o; 
production is in the hands of one firm, or where it is in '' ' 
of several firms who combine together to hmit the s ., 
price maybe maintained at a good deal above its Normal Ic 
when the price is thus kept at a higher level than the Expe—^^ 
of production of the commodity it may be called a Uonopdl]' 
price. 

A man has a complete monopoly of a commodity if n 
hut himself can produce it. Complete monopolies ai^ .-» 
instance confeired by the ownership of a valuable mineral, 
spring, or of a patent which prohibits any one but its ownttil 
from making a certain thing. The question which such ftr 
monopolist has to settle in order to determine at what price h(£ 
shall sell, is a very simple one, supposing him to consult onlf 
his own interest. He calculates the price at which he can seU 
each particular amount of the commodity, and also what the 
Expenses of producing it will be. He thus determines what 
'ill be the total net profits Chat he will make by offering it for 
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each particular price; and then fixes his price so as to make 
these totid net piofits as la/ge as possible'. 

A producer who has established a reputation for making 
something particularly well, often has a partial monopoly. But 
in deciding at what price to sell, he must consider the risk that 
a high price will attract the competition of rival producers. 
It may be his best policy to secure himself in possession of his 
partial monopoly by charging a. price which allows only a low 
i rate of profits on his capital ; for if he gets even low profits on a 
I very large capital, his Earnings of Management will be high. 

§ 2, When the production of a commodity is in many 
1' hands a combination among dealers seldom aims at obtaining 
I a complete monopoly. But combinations for raising prices by 
I limiting supply have been made in every age, in every country, 
I and in almost every trade. In India each trade forms a caste 
I by itself which is generally in a very efficient though not 

I formally organized combination. Within the villages indeed 
custom rules, but the price which is charged to Europeans is 
often deliberately fixed at a higher rate than that charged to 
[ ' natives, and it is very seldom that any one can be found to sell 
to a. European at the lower price. 

But in a country in which there are no castes, a trade com- 
I bination in any market has to contend with great difficulties. If 
those who produce for the market are many in number and 
scattered over a wide area, it is not easy to form and keep 
together a trade combination. The difficulty is greatest in 
those trades in which a great deal of Fixed capital is used. 
For the combination will aim at keeping the price at all events 
I sufficiently high to cover all the Expenses of production : while 
( it may be the interest of any member of the combination to 
force a sale of his goods at any price which is more than enough 
, to return to him his actual outlay on them, without allowing 
' anything for interest on his Fixed capital, or for other permanent 
I charges which cannot be avoided however little be produced. 
' But the more likely individual producers are to contmue their 
I production and force down prices below their Normal level, the 
J greater is the gain which the trade as a whole may get, at the 
[ expense of consumers, by a successful combination to limit pro- 
duction and sustain prices. And the trades in which much 
I Fixed capital is used, are those in which the greatest efforts have 
been made to form such combinations. 

For instance, the Normal fares and freights of a steamship 

> If he calculates that at a price y, an Bmount x ca.n be sold, and 
that for this amount the Expenses of production would be i per unit of 
the commodity, he will try to fix the price so as to make ly-xt a 



company mast be enough lo give profits on the vast Fixed 
capital employed, as well as to cover the working expenses; but 
if a ship is not full, the expense incurred in carrying an 
additional passenger or an estra ton of goods will be very 
much less than the Normal rate. And when two tines c^ 
steamers compete for the traffic between two places, they often 
lower their fares and freights much below their Normal gr 
"paying" rales. If one company is much richer than the othe^ 
it may choose to continue this competition till it has ruined in 
rival, and obtained a monopoly of the traffic. But generally it 
is to the interest of both companies to agree upon a tariff of. 
fares and freights ; and if there is room enough for both of tha%< 
they may make for a time large monopoly profits by charging, 
rates considerably above their Normal level i that is, consideTi 
ably more than sufficient to pay all the working expenses and,' 
give the Normal rate of profits on all the capital employed..' 
But when the combinatibn is made, each of the companies viSr 
be under a strong temptation to make indirect concession*' 
which will have the effect of attracting customers, without, 
openly lowering the lariiF. A suspicion that something of thii^ 
kind is bsing done is a frequent cause of the disruption of sudk 
combinations. In this way a great many combinations have: 
been made and broken up and made again in most branches of 
the carrying trade, but particularly in the trade between Eng- 
land and America, and in the American coasting and rivet' 
traffic. The recent history of the trunk lines, which run bom.- 
Chicago and the Mississippi valley to the Atlantic, has been filS 
of such combinations and has contained many startling and'. 
ic episodes'. And the great coal companies of PeiUk 
a and New England have at various times bound thent'i 
to one another under pecuniary penalties not to exceed' 
n output, which is hxed from time to time by a centr^ 
tee : it is more difficult to evade this regulation than —'~ 
which lixes the price at which the goods should be sold. 

§ 3- Next, with r^ard to the difficulty of excluding die 
competition of new rivals from a distance. This varies ' 
with different commodities. A combination of Swiss 
manufacturers for instance could have but very little effect uj 
the price of cotton in the markets of the world. An agreemt 
among English cotton manufacturers to limit supply might n ' 
the price appreciably in a time of great commercial activity ; 
since every one wants to make hay while the sun shines, ev 
one would be anxious to get a large share of the abnormi 
high profits that were then being made, and the combinati 
would almost certainly be broken through. If on the oti 

' See ne Railway FrebUm,'i>'jY,'\. Wama, junior. 
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hand an attempt to limit the produce of English mills were made 
when trade was bad, and many of the mills of other countries 
were standing idle, the effect of the limitalion would be to 
set foreign mills to work instead of English; England's foreign 
rivals would reap the full benefit of any little rise in price there 
might be, and have a larger sale for their goods. Moreover 
such a combination would, as has just been pointed out, have 
to bear a heavy strain because of the large amount of Fixed 
capital employed in it. The Lancashire workmen, when they 
wished their employers to limit production, proposed to re- 
lieve this strain by agreeing not to work full time for any 
employer until prices rose again. 

54. If a commodity cannot be easily brought from a great 
distance, a local combination of its producers may find it to their 
advantage to limit the supply. For instance, a local combination 
of the makers of ices could fix the price where they chose, 
because ices cannot be brought from a distance; lliough they 
probably would not fix it very high for fear of checking the 
consumption. But a combination of corn-dealers in a place 
to which corn could not be easily imported would not be 
restrained by any such fear; and in the Middle Ages when the 
trade in com was not organized, when the news of high prices 
did not pass quickly from one place to another, and when the 
transport of heavy things by land was very expensive, a local 
combination of corn-dealers often forced up the price very 
high. After a while the price might be lowered by fresh supplies, 
and some part of their stocks might have to be sold at a loss. 
But at the worst the com could be kept till next year; and if, as 
might easily happen, they had sold half their stocks at more 
than twice the price at which they had bought them, they could 
afford to destroy the rest'. 

Even now combinations among corn-dealers occasionally 
cause local disturbances In its price. A great deal of the com 
that is consumed in England comes from Chicago viS. New 
York; and if competition were perfectly free the price of com 
ought to be higher in England than in New York by the expense 
of carrying it across the Atlantic, and higher in New York than 
Chicago by the expense of carrying it nearly half-way across 

• See the fables quoted above, Book III. ch. iL It seems, therefore, 
that Mill is mistaken when he argues, following Adam Smith, that "if a 
peculator has bought a great quantity of com, and by withholding it 
nam the market has raised the price ten shillings a quarter, just so 
much. ..will the price be lowerM by bringing it bade." Book iv. 
ch. ii. § 5. The inediacva! laws and etlicts against those who combined 
to "engross "the supplies of food in particular markets, and to "retail" 
or "regrate" them at an extravagant price, though they certainly did 
more harm than good, were not so foolish as is often sufi^seil. 
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the American continent. But it is said tliat Gooibiiiatiovjlf 
dealers sometimes keep up its price in New Yoik noriy as4^ 
as that at which the competition of other coontxics Ibrees Abi 
to sell it in England ; and that the Chicag^o com-fibctofs oAbi 
succeed in charging the baker as much in Chicago as in Her- 
York. 

Again, the price of a commodit}- in a Tnarlr^ can be iifi> 
ficially raised when there is a practical monopoly of the meni 
of carn'ing it there. Coal is cheap in places to vhicfa it can be 
easily carried by water ; but it is generally dear in an intaiii 
place, which is at the mercy of a single railway ctHx^iany. 

^ 5. We may now summarize the conditions of snooeaiof t 
trade combination to raise the price of a conunodity in a madM 
by limiting its supply : — Those who start the combination nudC 
be able to obtain the adhesion of nearly all the traders wbo an 
conveniently supply the market. The combination mnst be 
able to impose social or pecuniar}- penalties on any who are oflt 
faithful to it ; and the conmiodity must be one that is in uxgcM 
demand, so that its consumption will not be much chcckcJ 
by a rise in its pnce. 

There is a close correspondence between these and tfal 
conditions of success of a combination of buyers to force dovi 
prices. The buyers who start the combination must be aUe tc 
mduce nearly all those who frequent the msirket to join the 
combination. The combination must be able to impose soda) 
or pecuniary penalties on any who are not faithful to it; and 
the commodity must be difficult of transport, or there mnsl 
be some other cause which excludes new^ buyers from the 
market Lastly, the circumstances of the producers and dealen 
in it must be such that the supply will not be much checked 
by a low price. These conditions are perhaps fulfilled in 
a few cases in which the buyers are wealthy merchants whc 
buy the goods for sale at a distance, particularly where thf 
sellers are poor men, such as fishermen, or where they belong 
to uncivilised races. And they are often fulfilled when the 
buyers are employers of labour, and the sellers are labourers io 
an over-peopled district, who have scarcely any choice as tc 
their means of earning a livelihood. 

§ 6. Ever since wages ceased to be fixed by custom, and 
began to be arranged by contract, combinations among em- 
ployers to lower wages have been common; and in many 
places they have had all the conditions required for success 
fake for instance the case of the farmers in a part of England 
which is far from all large towns and seats of manufacture. 
The farmers are few in number, most of them have known one 
another from childhood, and there is generally a tacit under- 
standing among them as to the rate at which they are to pay theix 
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labourers. If any of them were to break through this understand- 
ing, particularly if he were to do it with the object of drawing 
men away from another farmer, he would suffer in the esteem 
of those for whose opinion he cares most. In fact ''there is 
rarely much competition for labour on the part of employers 
within a trade in a particular place unless there be competition 
for it from withoutV* And unless there is a manufacturing 
industry in the neighbourhood, competition from without seldom 
makes its appearance in an agricultural village. 

On the other hand labourers are in the position of sellers of 
perishable commodities : in some cases they may like to rest 
from work for a while and have a " play-day" ; but if they are 
kept long from work and wages they all, and particularly the 
married men, suffer much from losing the price of part of their 
labour. Agricultural labourers seldom think of seeking work 
outside the parish in which they were bom; and thus are some- 
times at the mercy of a few farmers who may perhaps decide at 
a market-dinner what wages to allow. 

The meetings in which farmers decide on such matters are 
generally informal, and little is known of them except by the 
farmers themselves. But we can read in any newspaper how 
the Association of West Lancashire Coal Owners or of Fall 
River Manufacturers met on a certain day, and voted that 
wages should be raised or lowered 10 per cent. ; or how "meet- 
ings of employers were held at Blackburn and Preston to con- 
sider proposals with regard to the rate of wages made by the 
North and North-East Lancashire Association of Master Cotton 
Spinners." 

Combinations of employers in trades that are carried on in 
towns cannot however be managed as easily as combinations of 
farmers. For in a town or manufacturing district there is 
generally some sort of competition from without for the labour 
in a trade, and town labourers are more apt to change their 
occupation and their abode, and to look about them for the 
best occupation for their children than farm labourers are. So 
that if a combination of employers succeed in forcing down 
wages in a trade much below their Normal level, the supply of 
labour in the trade will be diminished ; the price of the com- 
modity will be raised by the limitation of its supply ; and the 
employers, buying their labour cheaply and selling their goods 
dearly, will make very high profits. Each of them will have 
much to gain by attracting more men to himself', even at a 
somewhat higher wage, and extending his business just at the 
time when the selling-price of his goods is much above their 
Expenses of production. Very strong penalties are therefore 

' CliSe Leslie, Land Systems^ ^. >;ii. 
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required to prevent each manufacturer from pursuing liis. 
own interests^ and bidding against his rivals in the labour 
market. But the social penalties which a combination of 
manufacturers can inflict upon an unfaithful member are not 
generally very heavy; for he seldom depends for society on 
those in his own trade as much as a farmer does. And there- 
fore such combinations often fix a scale of pecimiary pehialties 
for breaking the rules, and require from each member a bond 
for the due payment of them. Such combinations seem to be 
on the whole gaining strength ; but few of them are yet very 
strong. 




, Trades Unions are modem representatives ol 
oi movements that have exercised great influence over the 
growth of the people of England, and indeed of all other 
countries of Western Europe. For the spirit which leads the 
inembers of a trade to comhine together and concert action for 
their common benefit, has been present throughout the whole 
period in which modern civilization has grown up. The way- 
ward savage or the wandering freebooter may submit to some 
sort of rude military discipline ; the passive Oriental may 
acquiesce in government imposed upon him by the superior 
energy of a dominant caste ; but the highest forms of civiliza- 
tion have existed only where the people have had the energy, 
the patience, and the strength of will that are required for a 
resolute and enduring self-government. These qualities have 
been most highly developed among the Teutonic races that 
have peopled Western Europe, and especially amonR the 
English; but unfortunately these races have often talcen a 
narrow, almost a bigoted view of the meaning of the term 
"neighbour." They have generally been more anxious to be 
true to those whom they have regarded as their friends, than to 
avoid inflicting unnecessary injuries on others around them. 

§ 2. We have already seen how the citizens of the Middle 
Ages formed themselves into town giids, in order to defend 
themselves against the oppressions of lawless barons. They 
did many noble and self-sacrificing deeds until they had 
achieved their freedom : but afterwards they sank into a habit 
of harsh exclusiveness towards their inferiors. The oppressed 
craftsmen formed themselves into gilds, which, after a struggle y! 
of some centuries, overt hreit-ihe. old tflWiLgiids, took the rule S 
out of their hands, and governed the towns in their place for 
many generations. 

In early times so little capital was required in production 
that the distinction between ihe ca.'pV^.3l.\?.\. eTCi-jVixii^ -isvii. '^■s^ 
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hired labourer hardly existed. Each craftsmait supplied himsdf 
with what little capital he wanted, and worked with bis owa 
hands. He was generally aided by an apprentice, who wouU 
in due course become a craftsman, and often by his own famif"^^ 
and perhaps one or two hired servants. Fashions change 
slowly, new inventions were rare; hjs servants were generaU 
hired by ibe year, it was to his interest to keep them employe 
even when there was not a good demand for his wares, so h 
did not wait for orders but worked steadily, i^nd made thlags fa 
stock. The even tenour of the craftsman's life was seldom di| 
turbed save by famines and plagues, by wars and the tyranny tf 
kings or barons. The craft gilds fostered honesty of work aiU 
brotherly kindness, they defended the oppressed and relieve 
the distress of the unfortunate. 

As time went on the complexity of trade increased, n 
capital was required for production, the craftsman became a 
stnall master. It was then ordered on the authority, partly o 
the gild and partly of the state, bow many apprentices ead 
master might have; how many hired labourers, and what wagef, 
he should pay them; and how many hours he should woiJK 
Gradually as riches increased the masters ceased to work witl 
their own hands and to associate with their hired servants ; ai 
in some cases regulations with regard to apprentices made C] 
members of a gild almost an exclusive caste. 

§ 3. This social separation between masters and men wenl 
on steadily but somewhat slowly until the latter part of huA. 
century, when a great impulse was given to it by a series of tbft 
most important ijivcntions the world has known. Between thtt 
years 1760 and 1770 Roebuck began to smelt iron b^ coal,. 
Brindley connected the rising seat= of manufactures with the 
sea by canals, Wedgwood discovered the arc of making earthen- 
ware cheaply and well, Hargreaves invented the spinning jenny,,' 
Arkwright utiliied Wyalt's and High's inventions for spinnii^ 
by rollers, and applied water-power to move them ; and Watb 
invented the condensing steam-engine. Crompton's mtile and 
Cartwrlght's power-loom came shortly after. These inventions, 

took manufacture away from houses and cottag" ""^ '" 

to factories and large workshops. Armies of 

together under the management of capitalist employers, and the> 

modem Wages-question made its first appearance. 

It seems that many of the earlier manufacturers were bar^ 
and uncultivated men, who made a bad use of their newly 
acquired power. They crowded their factories with apprentices, 
many of whom they took from the parish with a premium of £s 
each. The factories were so unhealthy, and the children worked 
so hard and for such long hours as to be seriously injured 
physically and niorallj-. The wotVLmevi did not yet know boijr. 
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to protect themselves ; and at the beginning of the present 
century their means were straitened by the great rise in the 
prices of food and clothing that was caused by an extraordinary 
series of bad harvests, and by the taxes and restrictions arising 
from the great French war. A Parliamentary report of 1806 
says that ^'the opulent clothiers make it a rule to have one- 
third more men than they can employ, and thus these have 
to stand still part of their time." The working men groped 
about for a remedy against their adversities. For a long time 
they could think of no better plan than that of petitioning 
parliament to enforce some ordinances that were framed by the 
great statesmen of the times of the later Tudors. In particular 
they urged the enforcement of two statutes passed in 1555 and 
1562^, which limited the number of looms each master weaver 
might have, which ordered that the number of apprentices in 
a shop should not exceed by more than three the number of 
journey men, and which reiterated the injunctions that wages 
should be periodically fixed by the Justices of the peace. The 
first trades-unions were associations of workmen formed with 
the purpose of petitioning parliament to enforce these rules, 
and their efforts met with a partial and temporary success. 
But though such ordinances probably did more good than 
harm in the times of the Tudors, they would have imposed 
unendurable shackles on the growth of modem industry. At 
length it became evident to the unions that they would look 
in vain to the government for aid, and that they must rely, as 
the gilds before them had relied, upon their own energies. 
From that time they no longer approached government with 
the purpose of inducing it to interfere in their behalf ; but they 
petitioned and agitated for the cessation of government inter- 
ference against them. Step by step the combination laws have 
been repealed; until now nothing is illegal if done by a work- 
man, which would not be illegal if done by anyone else. And 
nothing is illegal when done by a combination of workmen, 
which would not be illegal when done by a combination of other 
people. 

Free to work out their own destinies, the trades-unions have 
grown very much on the lines laid down by the old gilds. The 
good and evil of the gilds, their individual self-sacrifice and 
their class selfishness, are reproduced in modem unions. And 
even in matters of detail there is scarcely a single regulation 
of the unions to which a parallel cannot be found in the history 
of gilds. 

Two generations ago unions were chiefly managed by 

^ Philip and Mary and and 3rd, cap. 11; and Elizabeth 5th, c. 4. 
See Brentano on Ciidst pp. 99, 103. 
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ignorant, rude men. The law had made a crime of what W—^ 
no crime, the agreement to refuse to work in order to obCaii 
higher wages ; and " men who know that they are criminals tq 
the mere object which they have in view, care little for t' 
additional criminality involved in the means they adopt." Thtf 
knew that the law was full of class injustice : destruction of lift 
and property, when it was wrought for the purpose of enforciii| 
what they thought justice, seemed to them to have a highel 
sanction than that of the law ; and their moral sense became it 
a measure reconciled to crimes of brutal violence. , 

In many of (he smaller unions there remains to the preseol 
day much of the folly and ignorance and sellishness, and i 
little of the violence of earlier times. But we may trust that 
those faults which are not now found in the largest and besB 
managed unions, will, with the course of lime and the difiusiog 
of knowledge, disappear altogether. It is true that even tht 
best unions do not always act up to the principles of unionism 
as they are expounded by their most enlightened members 
But as when dealing with the economics of trade we do n« 
trouble ourselves to discuss at length the guiles of dishoncM 
merchants ; so when dealing with the economics of unionism| 
we may accept its principles as they are put into practice b| 
the most enlightened unionists. Let us then enquire into tlu 
constitution, the resources, the aims and the methods of action 
of the best unions of the present time. 

§ 4. A union is an association of workmen in the same 
trade. Its principal objects are "(1) to procure for theii 
members the best return for their labour in the shape of higher 
wages, shorter hours of labour, and the enforcement of ce ' ' 
restrictions as to the conditions of employment, which c 
not be accomplished except by means of combination ; (: , 
provide mutual assurance for the members by means of pecu< 
niary assistance in case of sickness, accident, death, out of 
work, superannuation when disabled by old age, loss of tools b] 
fire, and emigration'." 

Every member of a trade is invited to join its union providet 
he- can shew that he has complied with its regulations ai 
to apprenticeship, where such exist ; that he is fairly steady ii 
his.habits, and that he is capable of earning the current wages 
of the district where he seeks admission. The ceremony irf 
n retains much of the dignity and solemn courtesy, andi 
'en of the forms which it had among the old gilds. 
Originally unions were confined to single town; 
small districts, and many are so still ; but there is a stroi^ 
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tendency towards uniting local unions belonging to the same 
trade. Sometimes, particularly in the case of miners, the bond 
of connexion is a slight one ; the local unions form themselves 
into an Associated or Federated union. That is, each local 
society remains '' self-governing, self-supporting, keeping its 
own funds, controlled by its own rules, directed by its own 
officers and committees, and fixing its own payments and 
benefits, but in other respects acting in concert, especially in 
all matters affecting time, wages, conditions of labour, security 
of life and limb, and supporting each other in all cases of 
strikes, lock-ouls, or disputes with their employers '." 

More commonly different unions in the same trade Join 
to form an Amalgamated union, which has a central com- 
mittee of management, or executive, elected by the whole body. 
On all matters for which the rules of the union do not make 
clear provision, the executive give decisions which are binding 
till the next general meeting of delegates from the loc^ 
branches. When a union has several branches the ordinary 
expenditure of each is governed by the general rules of the 
society, which prescribe what payments are to be made as 
"donation" to those out of work, though not on strike; as help 
to those who are travelling in search of work; as superannua- 
tion allowance; or in case of sickness, accidents, or death. 
A branch may not make any payment out of the general funds 
on its own responsibility for the purpose of supporting a strike. 
"The method of procedure with a view to obtain an advance of 
wages, a reduction of the working hours, or any other special 
benefit sought by the members of a given union, or branch of a 
union, the refusal of which by the employers may lead to a 
sttike, is as follows : — The movement originates with the work- 
men in some particular shop, drm, or place ; the proposal has 
then to be submitted to the local branch or lodge, where it is 
discussed in all its details; if the motion be carried by the 
members of the local branch, it has to be sent to the executive 
of the union^" It must be accompanied by full details as to the 
numbers of unionists and non-unionists affecti;d, the state of 
trade and of feehng in the district, and the chance of success. 
If the executive approves the proposal, it circulates this full 
statement, with comments of its own, Co every branch ; and all 
members of the society have equal votes in deciding on it. 
Thus it is voted on by those who will derive no direct benefit 
from the success of the strike; but who will have to pay a 
share of the strike allowance. Consequently many such appli- 
cations are refused every year. 
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Once a quarter there is a general audit and "equalisation* 
oi funds among the different branches. That is to say, tb4 
balance of the income of each branch over its authorized expea^ 
diture is added into the general reserve of the society, aixt' 
this reserve is divided out among the different branches ia; 
proportion to their numbers ; so that, with the exception of a fcW. 
extraordinary local levies, all the income of each branch is paidt 
into the common purse, and no payments can be made froiO' 
this purse except by the authority of the whole union. Thus Oi ■ 
large union has all the strength of an organized republic, ioi 
which the most intelligent members are sure of having theiE' 
opinions heard, but in which every important step is ruled by' 
the votes of the whole body. It is daily becoming more truev 
that the "higgling and bargaining" which determine mark*^ 
fluctuations of wages, are not between individual employers aii4^ 
individual men, but between a group of employers and a grou^ 
of men. 

§ 6. The total number of unionists is about 1,250,000; and- 
more than half of these are represented at the Trades-unioi^ 
Congress that is now held every year in some large town. The dis« 
cussions at these Congresses have a very wide range ; but theift 
action is almost confined to pursuing the original aim of tli4 
union, that of influencing legislation in matters that speciaUx' 
affect working men. ^ 

A proposal has been made to organize a general federatiot'i 
of unions for active purposes : but there seems to be no pTCH> 
bability of this being done, unless as a defensive measure ilt 
case the "National I'ederation of Employers" should becomA: 
strong. In almost every large town there is a Trades CouogUi 
elected by the local unions and branches of unions. They havfr 
little power, but they take action in some matters of gener^ 
interest ; and they sometimes arbitrate between dilTerent unionst, 
When one union wants aid from others in carrying on a strikb, 
the local Trades Council generally investigate the case ; ailic|< 
either collect subscriptions for the strikers, or recommend then^ 
to close the strike on the best terms that can be got. 

§ 7. Though unions do not yet contain nearly half the work"' 
ing men in the countiy, they do contain more than half of tbf) 
most skilful and intelligent and steady workers in almost eveijf 
skilled trade. There are no doubt some energetic men, anxious 
to raise themselves in life, who find the rules of a union burdeiH' 
some. But more are excluded from unions because they aiw 
below the union's standard of efficiency as workmen, or because; 
they are unwilling to subscribe to its funds. 

It may be well to Inquire how It is that unions have so 
strong a hold on the best workmen. Firstly, as in the dayi 
of the old gilds, men delight in ihe notion of self-help and 



self-defence by union. The best employers admit that if the 
unions never allowed their policy to be inlluenced by menn men 
and shirks, they would do very little harm : and the best unionists 
admit that if there were no unjust or harsh employers, unions 
might become mere benefit-societies; as it is, many feel their 
duty to their union to be a kind of patriotism. Again, non- 
unionists yery often enter into a strike as heartily as unionists ; 
but having no resources of their own, consent to be supported by 
the union ; and when the strike is over those of Ihem who have 
any honourable feeling join the union. Lastly, unions get a 
powerful hold on those working men who dread nothing so 
imich as becoming dependent on the parish. For it can pro- 
mise to maintain a man comfortably whenever he is out of 
, work. But any provident society which did not consist of men 
I in the same trade with himself, would fail if it attempted to do 

ilhis : for it could not test the truth of his statement when 
he said that he could not get work at a reasonable wage. 
§ 8. Next with regard to the it>st of strikes. We may add 
together into one sum all the expenses incurred by working men 
» in strikes, including the wages lost while they were idle. We 
' may add together into another sum all the wages they have 
[ gajned directly by strikes, whenever these have been successful 
1 in obtaining a rise and preventing a fall of wages. We shall 
! then certainly lind that the former sum is ver)'much larger than 
' the latter. But this does not prove that strikes cost more to 
working men than the benefits gained by them are worth. It 
would be as reasonable to argue that the ^^16,000,000 which 
, England spent on the Abyssinian war was hadly spent, because 
we brought back from it very little booty except King Theodore's 
umbrella. Whether the expenditure was prudent or not, de- 

Ipends on the very difficult question whether it was worth 
j£i6,ooo,ooo to give one more hint that other nations may not 
ilttreat a British subject with impunity. And the unionists 
I maintain that their expenditure is prudent because it makes 
' employers feel that they cannot lower wages or harass their men 
wantonly without a risk of suffering for it. The function of an 
arm^ is not to make war, but to preserve a satisfactory peace ; 
war is a proof that the army has tailed of its first object. And 
though there Is always a war party in a union, its cooler and abler 
members know that to declare a strike is to confess failure. The 
number of strikes uould be diminished if all unionists reflected 
that six years' work at a rise of a shilling a week is required 
to balance the loss of ten weeks' wages at thirty shillings a week. 
But many strikes are not part of a deliberate policy; and 
in fact the trade quarrels of the smaller unions, as of the gilds 
of old days, have been far more often caused by irritated 
personal 01 class fi:elings, than by dispu\.t?. a.'QQ\i\ -*;i.%<^'a. "X-Vi, 
M. ^^ 
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organization of ihe larger unions generally enables them to p 
vent a personal quarrel from maturing into a strike. 

§ 9. Let tis next loolc at the chief rules in which the polii 
of the unions is embodied. The restless changes of model 
industry make it very difficult to enforce strict regulations as t 
apprenlices. This is perhaps the most important matter whii 
most unions find it best to leave to be decided by loc 
trade custom. No doubt a system of apprenticeships suppk 
menled by a good system of technical schools, may greatly pn 
moie the education of the countri' ; provided that the apprendd 
is .put to work under a man who is paid to teach him, or «' 
is in some way interested in making him a good workman, i 
that .the -apprenticeship rules are not used as a means of a _ 
ficially limiting the numbers of those who are brought up t 
skilled occupations. We have seen that one of the chief c; 
of"the origin of unions was the belief that the masters 
flooding their factories with apprentices, who, when their se 
was over, could not get employment at any reasonable wagi 
and perhaps a few cases of the kind now exist. But there c '' 
no justification for such rules as that which the boiier-ir 
profess to enforce, viz. that there shall be only one apprentice! 
every five journeymen, or the still severer rules of the hattd! 
If such a iiile were acted on generally by the skilled trades i| 
England, the proportion of skilled labourers to unsldlled wotd 
steadily grow less. In spite of the improvements in the aits i 
production, the total produce of industry would increase bl 
slowly ot would diminish ; the improvement in the intelligeiu 
and the income of the average English workman would b 
slopped ; and compared with other countries, where such r 
strictions were not known, England would become poor ai 
ignoranL It seems however that a candidate for admission I 
a union is seldom asked for his indentures, even where the 
might be called for under the rules ; and that scarcely 10 p 
cenL of those now admitted as members of trades unions have 
been properly apprenticed'. 

% 10. Trades-unions aim at enabling the r 
to bargain as one compact body with their employers. They 
have generally decided that this end cannot be attained, without 
their insisting that, if w^es are paid by time, there must be iB 
each district a mimmum rate of wage, that is a rate belowi 
which no member of the union may work till the rule is altered;' 
and that if wages are paid by the piece, a detailed tariff for 5ur.h.V 
payments must be agreed upon. ,J 

Firstly with regard to payment by time. Beginners, sick I 
men, and old men are often allowed to work for less than tbaj 

' HoweU, cl\.\-.%ii. 
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■.e : but if the union as a body is to tnaTce any bargain 
>out the day's wages, there must be some rate fixed for the 
as a minimum rate for those who cannot shew that tliey 
a exceptional case. Of course a specially able man may 
*arn more than this rate. This minimum is not the same 
^ all parts of the country; and some unions publish in their 
l^nual reports a statement of the current rate of wages in every 
ifflistrict in which they have a lodge. For instance, the car- 
Jpenters in 1873 report aoj, a week at Barnstaple and Taunton, 
'about 3&S. at Bristol, zSs. or 30^. at various northern towns and 
^37J. at London. Where the wages are high, the standard of 
tefficiency which a man must attain in order to earn the current 
hvages of the district is high. If then a member of the union 
!ttt Bristol cannot get 2Ss. a week, he will be forbidden to work 
Hot less there, but the union will pay the expense of his going, 
itay, to Taunton where he will be able to get employment at the 
.eirrent wages. On the other hand an exceptionally able car- 
■penter in Taunton is likely to mi^te to Bristol or London to 
Iget higher wages. By thus sending inefficient men to places 
.where the standard of efficiency is low, and indirectly at least 
'belping efficient men to go to places where it is high, unions 
.nelp to perpetuate, if not to intensify, local inequalities of 
''rfBciency and therefore local inequalities of Time-wages. 

Secondly with regard to piecc-ivork. Where the work varies 
tin character from day to day, so that no tariff can be agreed 
i^Upon for it, the unions object to the system of piece-work. For 
Innder it the workman must be left unaided to make his bargain 
fwith his employer for each separate job : unless indeed he has 
So bargain with a piece-master who contracts with the employer 
fto find the labour for doing a certain job'. Of the two the 
flatter plan is the more distasteful to the unions ; but they object 
' to both. However even where no tariff can be fixed, the system 
I of piece-work is making its way in spite of the opposition of the 
lOnions. For the ablest and strongest masters generally insist 
Eon it as necessary to enable them to carry out their plans freely, 

ISnd to get their men to use their best energies; and such cm- 
jioyers naturally beat in the race those who yield to the unions 
[fin this and other points. Where a tariff can be agreed upon, 
[the unions do not generally oppose the system of piece-work. 
jFiece-work is adopted almost universally in trades that make 
[goods for exportation, partly because in many of them tariffs 
Lpan easily be framed, partly because the stress of competition 
[is severest in these trades. 

r ' This plan must not be confounded with the system uniler which 
f* sub-contract is taken by a gang of workmen with one of ibeir 
I members to act as spokesman. This system is a. form of co-operation, 
' (Uid is not objected to by unions. See Book ltl> cli. iiu 
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Unionists however maintain that the system of piece-work 
sometimes makes men overwork and become premaiurely old, 
and that it causes work to be done badly. These disadvantages 
really exist in a few trades, though seldom to any great extenL 
They say further that by increasing the amount of work done 
by each man it decreases the demand for labour, and so lowers 
wages. If the resistance to piece-work on this ground extends 
to all trades, it is an attempt to diminish production, and there- 
fore to diminish the Wages- and-profits Fund, and therefore 
it can have no other end than that of diminishing wages 
generally; for there is no such thing as general overproduction'. 
If however it is confined to one trade, the temporary scarcity of 
labour in that trade may in a few cases cause it to gain at 
the expense of others. But this gain can only be temporary 
and must involve a greater injury to others'. 

§ ti. Exactly the same three disadvantages are said to be 
inherent in long liowrs of labour. A man who labours habitually 
twelve or fourteen hours a day at work from which he gets no 
enjoyment might almost as well not live; it is better that he 
should work less and earn less. Unions desire that the Normal 
daj^s work should be short ; and that when a man works over- 
time he should be paid at a higher rate than for his Normal 
day. This plan would contribute much to the mora! and social 
progress of the world. But its general adoption is hindered by 
the fact that where it has been introduced, the best workmen 
often insist on working overtime in order to earn high wages; 
so that an employer who does not habitually work overtime, 
loses his best men. This is a case in which the collective 
will of the union is overridden by the individual wills of its 
members. 

Another obstacle to its adoption is that a continually in- 
creasing part of the outlay of the employer consists of interest 
on Fixed capital, and a sinking fund to replace such machinery 
as is superseded by new inventions. This part of his outlay is 
independent of the number of hours in the day's work. It is to 
be feared that English workmen will not succeed in obtaining 
more rest and recreation without a great sacrifice of their 
incomes, unless they overcome their repugnance to one heroic 
remedy. That remedy is the gradual adoption of double shifts 
ia trades in which much Fixed capital is employed. Many 
manufacturers admit that if they could get two sets of men to 
work their machinery for eight hours a day each, they could 
afford to pay the men as high daily wages for the eight hours* 
work as they now pay for ten hours, and yet make a better 

' .See Book III. ch, i. 5 +. 
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profit. No doubt certain practical objections can be urged 
against the plan ; for instance, a machine is not so well cared 
for when two men sliare tlie responsibility of keeping it in order 
as when one man has the whole management of it ; again, there 
would be a Httle difficulty in readjusting the a(Ect arrangements 
o suit a day of sixteen hours. But employers and their tore- 
nen do not seem to regard these difdculties as insuperable; and 
experience shews that workmen soon overcome the repugnance 
which they feel at iirst to double shifts. One set might end Its 
work at noon, and the other begin then ; or what would perhaps 
be better, one shift might work, say, from 5 a,m. to 11 a.m. 
and from 1.30 p.m. to 3.30 p.m., the second set working from 
15 a.m. lo [.15 p.m. and from 345 p.m. to g.45 p.m. ; the two 
s might change places at the end of each week or month. 
There is not enough labour in England to allow such a plan to 
be adopted at once in all the workshops and factories for which it 
is suited ; but as machinery is gradually worn out or antiquated, 
it might be replaced on a smaller scale. On the other hand, 
much new machinery that cannot be prolitably introduced for a 
ten hours' day, would be introduced for a sixteen hours' day: 
being once introduced it would be improved on: the art of produc- 
tion would progress more rapidly ; the Wages-and -profits Fund 
would increase ; working men would be able to earn higher 
wages without tempting capital to migrate to countries where 
wages are lower, and siO. classes of society would reap benefit 
firom the change. 

§ 12. There seem to be very few unions that try to control 
the amount of work that each man does. But in many work- 
shops social pressure is brought to bear on any one who works so 
hard as to set a standard of work higher than the others like ; 
and no doubt the organization of unions often increases this 
social pressure. Again a foreman, if a member of the union, is 
apt to conceal the faults of the unionist workman, and to give 
them an undue preference over abler non-unionists. The con- 
trol of a branch of a union has sometimes got into the hands of 
men who have used its machinerj' to obtain fuE wages for very 
little work i and though such cases are rare, the mischief which 
they cause is perhaps greater than that due to other kinds of 
union action which have attracted a larger share of public attcn- 

§13. Unions are rapidly growing out of the habit of m//rt«/>(^y 
that is of hiding, stealing or destroying the tools of an emploj'cr 
or a workman who offends against Iheir rules. There is no sign 
of the disuse of the habit ^ picketing a place where the men 
have struck ; that is of surrounding all entrances to it with men 
appointed to represent the interests of the union ; but cases of 
intimidation on the part of these pitkels wit; "lit'LOTnt T-mex-. 
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tbey now confine tbemsehres afanost cndrdr to explaining tol 
workmen who may be seeking employment, the nature and 
canse of the strike. The pickets appeal to thdr feelings of 
class patriotism, and endeavour to dissuade them from sidii^ 
with the employers against the employed ; ofiering them on the 
part of the onion the repayment of all the expenses to which 
they may be put by abandoning their purpose. 

The leaders of the unions have done good service in dis- 
suading their followers from resisting the introduction of im- 
proved processes and machinery in many trades, paiticulariy in 
those which are subject to foreign competition. When an 
employer displaces by a machine the special ^kSl which men 
have spent their lifetime in acquiring, and which constitutes their 
whole capital, he generally exerts himself to prevent their sink- 
ing down to the level of unskilled labourers : if this were uni- 
versally done the last plea for resistance to machinery would 
be removed. It is said that a union as intelligent as that of the 
compositors is inclined to resist the introduction of type-setting 
machines. And it is said that lawyers, who though not 
formally organized, are yet a more powerful body than any 
trades union, are not as energetic as they might be in the 
endeavour to simplify legal processes. 

So far nothiDg has been said of the ambition which some 
unionists have to regulate trade so as to make it less liable 
to extreme fluctuations. It is quite true that if a plan for doing 
this can be discovered, working men are more likely to exert 
themselves to carry it through than employers are. For 
employers are very unwilling to submit to the restraint and 
control that would be necessary for carrying out such a plan ; 
and, while vicissitudes of trade bring nothing but evil to working 
men, the excitements and the chances of sudden gains which 
they afford have an attraction for some employers. But no such 
plan has yet been proposed which seems to have any chance of 
success. 



CHAPTER VI. 

INFLUENCE OF TRADES UNIONS ON WAGES. 

§ I. We have already seen how there is a continual contest 
between the different industrial classes as to the distribution of 
the produce of their joint labour ; we have now to inquire how 
this contest is affected by trade combinations. Let us neglect 
for a time the conflicting interests of different classes of hired 
labour; and suppose that producers can be divided into one 
great class of employers and another of employed. And let us 
inquire whether it would be possible for the employed by com- 
bining among themselves to raise wages generally at the expense 
of profits. 

We know that, other things being equal, it will be to the 
interest of an employer to pay wages equal to the net value of 
the labourer's work, if he cannot get a sufficient supply of labour 
on cheaper terms. If a farmer for instance calculates that the 
work of an additional labourer would add to the produce of his 
farm enough to repay with profits the outlay of 14J. a week in 
wages, it will be to his interest, other things being equal, to 
offer these wages rather than go without the extra assistance. 
But other things are very likely not to be equal. If the current 
rate in the parish is 12s. a week, he could not bid 14^. with- 
out incurring odium among his brother farmers, and perhaps 
tempting the labourers already in his employ to demand 14J. 
So he will probably offer only I2j., and complain of the scarcity 
of labour. The price of 12s, will be maintained because com- 
petition is not perfectly free ; because the labourers have not 
much choice as to the market in which they sell their labour, 
and because they cannot hold back their labour at a reserve 
price equal to the highest wage which the employer can afford 
to pay. 

The disadvantage under which labourers lie in such a case 
as this, may be seen by considering the position of a shopkeeper 
in like circumstances. As a rule a shopkeeper fixes the price 
of his goods ; and if the customers who come into his shQ\^ <ws^ 
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e day refuse 10 pay that price, he waits till others come who 
will pay it. But if at aiiy lime he were compelled to sell off his . 
goods quickly, talcing whatever offers he could get, and not ■ 
holding back for any reserve price, he might have lo sell them| 
ut much less than their real value, at all events if he had a 
to only a few buyers. For these few might not happen to 
much occasion for his goods, so that it might not be wonh theiE 
while to pay him a good price; and they might even combine 
to take advantage of his necessity, and foice him to sell at I 
lower price than it would have been worth their while to pay' 
In the same way, if the labourer has no savings of his o 
and does not belong to a trade combination, he may have lo 
his labour at whatever price the employers in his neighbouiv 
hood may agree to offer; and this price may be considerably 
less than they would have been willing to pay rather than BT^ 
without his labour. If these local agreements among employer 
are common to nearly all places and nearly all trades, proHts in 
all trades alike may be a little higher and wages a little lowefj 
than if they had been determined by that perfectly free c"'^^ 
petition which is assumed in the theory of Normal value. I 
true that profits could not be very much higher than thei{ 
Normal value, because if they were, the inducement to e" 
ployers to extend their businesses by hiring more labour ai 
higher price, would be very strong; the tacit agreements amo 
employers would continually be broken through, and wagej 
would rise and profits would fall nearly to their Normal levrf,' 
But still it is clear thai if the labourers throughout a country 
have been in the habit of selling iheir labour without reserve 
they may have received among them a smaller share of ih» 
Wages-and-profits Fund than they would have got if there had' 
been perfectly free competition among employers, or than they 
would have got if they had been able to offer their labour a' " 

If then the labourers enter into local trade combinations, 
and refuse to sell their labour except at a reserve price, it it 
quite possible that they may increase their share of the Wage*! 
and-prolits Fund, and raiae wages at the expense of profits. 

' If there are very few buyers in a market, it may moke a great 
dilTerence whether goods are sold by Dutch or English auction. In- 
a Dutch auction the salesman starts with a high pnce and lowers ft 
till he comes to a price, say 20i., which some one is willing to pay ratbc»_ 
than go without the thing. But in an English auction, the salcsmoUi 
would have started with a low price, and raised it till no one would biti' 
any higher ; and if there had been only one person willing to ray iSi. 
and he bid lii.. no hii! beyond this would be made, and the thn) 
would have been sold for u. less by English than by Dutch AuctUu 
Hee Thomton On Laiiaur, mil ed. pp. ^6, i- 
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But to what extent can they do this? Will their action so check 
the demand for their labour as to cause a reaction in which 
profits rise at the expense of wages? 

§ 2. To answer this question we must start from the fact that 
wages are labour's share of the Wages-and-profits Fund, which 
is the net produce of land, labour and capital, after deducting rent 
and taxes. Therefore a rise in wages is at all events in some 
danger of bringing about its own destruction, if it is obtained 
in such a way as to diminish this Fund. Now the rate of profits 
is one of many causes that govern the accumulation of capital ; 
and a fall in the rate of profits, unless counteracted by some 
other cause, tends to diminish the Wages-and-profits Fund, 
or at least to check its growth. 

It is true that this diminution may be of little importance 
for some years; and meanwhile the advantage which combi- 
nation gives labourers in bargaining with their employers, may 
possibly enable them to get so large a share of the diminished 
Fund as to maintain their wages. But though the effects 
which the fall in profits exerts on the Wages-and-profits Fund 
may be small at first, they will increase steadily, unless the rise 
in wages exercises some compensatory effect If in one year 
they cause the Fund to be one per cent less than it otherwise 
would have been, this loss will have increased to two per cent 
at the end of the second year, to three per cent, at the end of the 
third year, to ten per cent, at the end of the tenth year, and so 
on^ While this loss increases steadily year by year, there will 
be no corresponding increase in the advantage which combina- 
tion gives to labourers in their bargaining ; and sooner or later 
the competition of capital for the aid of labour in production 
will be diminished ; wages will fall, and will probably go on falling 
until the removal of the causes which checked the growth of the 
Wages-and-profits Fund. 

It is then clear that if a rise of wages is obtained simply at 
the expense of profits, if it lowers profits without exerting 
any compensatory effect on the Wages-and-profits Fund, it must 

^ The case in the text is understated. Even if the rate of profits 
remained unchanged without any further fall throughout the ten years, 
the loss to the Wages-and-profits Fund would increase in geometric, 
not in arithmetic progression. But further, wages could not be kept at 
their raised level without throwing a continually increasing burden on 
profits ; and therefore the diminution (or check to the growth) of the 
Wages-and-profits Fund would be very much greater in the second year 
than- in the first, very much greater in the third year than in the second, 
and so on. Further, a fall in the rate of interest promotes the use of 
machinery, and tends to increase Auxiliary-capital at the expense of 
Wage-capital, and thus to lower wages. An exact treatment of the 
problem nere indicated requires the aid of mathem2.tk&« 
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be self-destructive in the long run. It qiust lead in tinie to 
such a scarcity of capital and of business power that the total 
Wages-and-profits Fund will be insufficient to afford high wages 
to labour, even while capital is getting a low rate of interest, 
and business power is receiving low Earnings of Manage- 
ment. 

§ 3. But it is not necessary that a rise of wages which 
labourers may obtain by the aid of their combinations, should 
be self-destructive. For even if it is got at the expense of 
profits in the first instance, it may be used in such a way as to 
prevent any diminution of the Wages-and-profits Fund, and to 
throw no permanent burden on profits. 

Firstly, if labourers saved as large a part of their income as 
capitalists and employers do, a rise of wages at the expense of 
profits would scarcely affect the accumulation of capital. But 
the working classes consume nearly the whole of their income 
on their immediate wants. The wages of hired labour in the 
United kingdom amount to nearly ^5oo,ooo,cxx) ; or about one 
half of the total net annual income of the country. But their 
annual savings, even when allowance is made for the houses 
and furniture which they buy, and for their contributions to pro- 
vident societies, form a very small part of the two hundred and 
forty millions which are added yearly to the wealth of the 
country. It is true that in those parts of England in which 
wages have long been high, many artizans own their own houses : 
and a rise in wages leads in the course of time to an increase 
in the will to save, as well as in the power to save. Still it must 
be admitted that the immediate effect of a rise of wages at 
the expense of profits will be to check the growth of Material 
capital. 

Secondly, we have seen that an increase in Time- wages, if it 
leads to such an increase of efficiency that Task-wages are no 
higher than before, will not lower profits, but raise them. In 
other words a rise in wages almost always leads to an increase 
of Personal capital ; and the increase ot the Wages-and-profits 
Fund depends on the Personal as much as on the Material 
capital of^the country. 

A rise of wages may then to a great extent be devoted to 
adding to the Material and Personal capital of the working 
classes, and increasing their efficiency : and if so spent, it wiU 
not lead to any diminution of the Wages-and-profits Fund, it 
will not be self-destructive even though it has been obtained at 
the expense of profits in the first instance. 

It must however be noticed that in supposing the rise of 
wages to increase the efficiency of labourers, it has been taken 
for granted that the measures by which they obtain the rise do 
Jiot to any great extent dimmish lYievt ^i$ic\»itic^ . \\. V-aa \i^<^iv 
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taken for granted that they do not insist on such regulations 
with regard to apprenticeships as tend to prevent the number 
of skilled labourers from increasing; that they do not oppose 
improvements in machinery, in the process of manufacture, or 
in its arrangements ; and lastly that they are able to attain their 
ends without many strikes. Of course the expense which 
workmen incur in a strike must be deducted from their gains 
before the real value of the rise can be found. But a further 
and perhaps more important deduction must be made on 
account of the indirect injury which strikes and the fear of 
strikes inflict on production. For production is checked, and 
therefore the Wages-and-profits Fund is diminished, by every- 
thing that hampers the enterprise of employers, or that makes 
them design timidly and carry out their designs imperfectly : 
the more their energy is diverted from their proper work in pro- 
duction to vexatious controversies with those whom they employ, 
the less will be the Wages-and-profits Fund. 

We conclude then that it is not impossible for trades unions 
to enable labourers to obtain a general rise of wages which they 
would not have otherwise got ; but that this rise will itself bring 
into operation causes which will lower wages, and that it can- 
not be permanent, unless it be obtained by means which do not 
seriously hinder production, and unless it be used in such a way 
as to largely increase if not the Material yet the Person«d 
capital of labourers, and to add a great deal to their efficiency. 

[§ 4, This result helps us to interpret the proposition : — 
" Industry is limited by capital^" — a proposition which has been 
often used as a way of stating what has been called the Wages- 
Fund theory. This theory has been much misunderstood, and 
has been the occasion of many popular fallacies. But even as 
explained by its ablest and most careful exponents, it seems to 
be unsatisfactory; because it rests on the assumption that all 
wages are paid out of wealth that has already been set by as 
capital. This was first assumed for the sake of simplicity, 
rather than with the intention of being made a basis of 
economic science. But from the habit of using it for con- 
venience, some economists drifted into the habit of thinking 
and writing as though it were a necessary law of nature that 
wages should be paid entirely out of wealth that has been set by as 
capital. Starting from this basis they shewed that the circum- 
stances of the country determine in what proportion capital is 
divided into the two parts. Auxiliary and Remuneratory. They 
called the Remuneratory capital in the country its "Wages- 
Fund;" and they argued that no change could increase this 
Fund, unless it either increased the total amount of capital in 
the country, or caused the Remuneratory capital to increase 
at the expense of the Auxiliary. 

* See Book l. Oa.. m. \ V 
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When therefore trades unions claimed to be able to raise 
wages at the expense of profits, the upholders of the Wages- 
Fund theory answered that Che action of unions cannot 
increase, but must rather diminish capital ; that they cannot 
niter the circumstances that determine the ratio in which capital 
is divided into Auxiliary and Remuneratory '; that as they can 
do neither of these things, ihey cannot increase the Remunera- 
tory capital which forms the Wages- Fund ; and that therefore 
any rise that their efforts may obtain in the real wages of one 
trade, must he compensated by a fall of at least equal amount 
in the wages of other trades. In fact as Mill says, "In the 
common" or Wages-Fund ''theory, the order of ideas is this. 
The capitalist's pecuniary means consist of two parts — hia 
capital, and his profits or income. His capital is what he starts 
with at the beginning of the year, or when he commences some 
round of business operations : his income he does not receive 
until the end of the year, or until the round of operations is com- 
pleted. His capital, except such part as is fixed in buildings 
and machinery, or laid out in materials, is what he has got to 
pay wages with. He cannot pay them out of his income, for 
he has not yet received it When he does receive it, he may lay 
by a portion to add to his capital, and as such it will become 
part of next year's wages-fund, but has nothing to do with this 

"This distinction, however, between the relation of the cacu- 
talist to his capital, and his relation to bis income, is whouy- 

imaginary His own income. ..is advanced from his capital and' 

replaced from the returns, pari passu with the wages he pays. If 
we choose to call the whole of what he possesses applicable to 
the payment of wages, the Wages- Fund, that fund is co-extensive, 
with the whole proceeds of his business, after keeping up his 
machinery, building;s and materials, and feeding his family; 
and it is expended jointly upon himself and his labourers. The 
less he expends on the one, the more may he expended on the 
other, and "uice vend." 

This is the reason which Mill gives for wishing to intro^ 
duce into the theory of wages contained in his Political Economy 
"those qualifications and limilations which are necessary to 
make it admissible." Instead of holding Chat there is a certaia 
amount of wealth deliberately set by to be used as Remuneratory- 
capital, he regards wages and profits alike as coming from that 
net produce of land, labour and capital which, after deducting 
rent and taxes, we have called the Wages-and-profiCs Fund ; he 
' We have seen that a fall in the rate of interest increases the use of 
machineiy and other fixed capital, and therefore tends to increate 
AaxjJiary capital relatively lo Remuneratory. But the exponents of the 
Wages-Fund Theory seem generally lo liavc ovciAooV-ei \iQs aj^\ne«t 
on iJieir side. 



argues that it is the division of this Fund into the two parts of 
profits and wages which determines how much of the produce 
shall become Remuneiatory capital. 

The difference between the new doctrine and the old can 
be well illustrated by the case of immigration of labour into 
a country. According to the old doctrine wages have to be 
paid out of wealth that has already been set apart as capital: 
and since the labourers will require some raw material and 
implements to work with, there must be an increase of Auxiliary 
capital, and therefoie a diminution of Remuneratory ; and there- 
fore the total amount of wages got by the larger number of 
labourers must be teas than that which has been got by the 
smaller. According to the new doctrine this result will not 
necessarily follow ; indeed the opposite result is the more 
probable. For the increase in the supply of labour will in- 
crease the net produce of capital and labour, and therefore 
the Wages-and- profits Fund. It is true that employers will 
compete less keenly than before for the hire of labour, partly 
because there is more labour to be hired; and partly because 
it wilt answer their purpiose to divert some of their means from 
hiring labourers to providing more Auxiliary capital ; and there- 
fore the rate of wages wiil fall. But it is not certain, nor even 
very probable, that the whole share which labour gets of the 
Wages-and -pro fits Fund wil! amount to less than before'. 

The old method of stating the wages problem led working 
men to regard their wages as paid out of a fund of capitid 
already stored up, the amount of which is, for the time at least, 
fixed independently of their exertions. The new doctrine shews 
how their wages depend not only on the capital which others 
have stored up, but also, and to a greater extent, on the 
efficiency of their own work.] 

' Caitnes (Jjadiiig Principles, Part 11. ch. i.) has arguedthat there 
wfl3 no sufficient reason for Mill's changing his position. He has ably 
restated Mill's old theory and guarded it against some common mis- 
interpretations; but he has not caught the point of Mill's new argument, 
as is shewn by his going on to contend that "an increase. ..in the supply 
of labour, when it is of a kind to be used in conjunction with Iixed 
capital and raw material," would cause the Wages-Fund to undergo 
"diminution as the number who are to share il is incieased." 

On the other hand Professors Jevons, ClifTe LesUe, Heam and 
Frands Walker, and Mr Shadwell, have all adopted the same general 
idea that wages are the share of the produce which the laws of supply 
and demand euable the labourer to secure (see Jevons' Theory gf 
PBtilical Economy, second edition, preface, p. 50). Professor Walk« 
has collected some instruclive irrstances in which it is the labourer who 
lends his labour in advance to his employer, and not the employer who 
advances hia wajes to the labourer. See also Thornton On Labour. 




CHAPTER TIL 

rSFLUENCE OF TRADES UNIONS ON WAGES (CONTINUED). 

§ I. We have seen that it is not impossible for labourer^ 
hy forming themselves into trade combinations, to obtain s 
general rise in wages; and that this rise may be mamtaine^ 
provided it is so used that the Wages-and -profits Fund is not 
diminished. The next point to be observed is that when a 
combination in any trade obtains a rise of wages, this rise ij- 
seldom entirely at the expense of profits ; the employers are 
almost always able to shift nearly the whole of the burden on ta 
others. Part of it falls on the consumers of the things produced 
by the trade, and many of these generally belong to Ihe working 
classes ; part faUs on other trades which are directly or in- 
directly associated with this trade in the process of production. - 

For instance when carpenters by a strike or a threat of 4 
strike get their wages raised, the master builders seldom bear 
the chief part of the burden. The rise is generally got whea 
the price of houses is rising ; and by checking or threatening 
to check the supply of building it causes a further rise in the 

Erice of building; and this rise in price checks the demand for 
uilding. A check in the demand for building checks the de- 
mand for the labour of bricklayers, masons, plasterers, painterS; 
and other workmen who are directly associated with the car- 

[lenters under the same set of employers ; and also for the 
ibour of brickmakers, quarrymen and others who, though ngt 
working under the same employers with the carpenters, are 
indirectly associated with them in the work of production. In 
fact the interests of the carpenters are related to those of the 
bricklayers and masons, and to those of the brickmakers and 
Quarrymen, in very much the same way as they are to those of 
ttie master builders. In matters that affect the demand for 
building and its price, the interests of all these classes are in 
harmony; and in questions connected with the way in which' 
this price Is shared, the interests of carpenters are very nearly 
orondi io opposition to those of bricklayers and masons, a * 
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to those of brickmakers and quarrymen, as they are to those of 
master builders. Given the price which employers can get for 
their buildings, the cheaper they buy their bricks and the cheaper 
they can get them laid, the more building will they undertake, 
and the greater will be their demand for the labour of carpenters. 
And vice versd a fall in the wages of carpenters, other things 
being equal, will increase the demand for brickmaking and 
bricklaying. 

To take an instance from another branch of production : a 
fall in the wages of iron-workers may induce iron-masters to take 
contracts that they would otherwise have refused ; and this will 
tend to prevent a fall in the wages of the coal-miners who raise 
the coal for the ironworks. On the other hand a fall in the price 
of iron has to be borne partly by the different classes of em- 
ployers, partly by the different classes of workmen whose labour 
contributes to the production of iron ; the greater the share that 
is borne by one, the less is that which has to be borne by each 
of the others. There is thus a conflict between the interests of the 
coal-miners and iron-workers which has once or twice brought 
about an open conflict between their unions; the iron- workers 
refusing to work until the coal-miners would raise the coal at a 
cheaper rate. Such feuds between unions are sometimes very 
bitter and of long standing ; so that one of the chief uses of 
Trades-councils is to "prevent a union from incurring the odium 
of a strike through some misunderstanding or petty jealousy be- 
tween two sections of one trade, which, in the end, if it had taken 
place, would not only have injured both parties to the dispute, 
but would also have been ruinous to the employer, although he 
was in no way concerned in the cause of the quarreP." 

§ 2. But yet this opposition between the interests of asso- 
ciated groups of workmen does not very often attract the at- 
tention of the workmen themselves. When one group strikes 
for higher wages, the others give moral if n6t material support 
to the strikers. In each of our great industries the employers 
are often seen arrayed on the one side, while several classes of 
employed are arrayed in a strike on the other, and the remaining 
classes are observing a friendly neutrality towards the strikers. 

The causes of this fact are not far to seek. Firstly, the 
employers are regarded as the representatives of capital They 
receive as profits the difference between the price of their goods 
and their outlay on wages, on raw material, and on keeping up 
their buildings, machinery, &c. Even though it may be known 
that they do not own nearly all the capital which they use, the 
distinction between the interest on it and their Earnings of 
Management does not obtrude itself; and the large sums which 

* Howell, ch. X. § 20. ' 
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they receive seem 10 be a. plentiful store trom which highn 
wages may be paid to labour. These large sums really iacludN 
not only inlecest and Earnings of Management, but Insutam 
against the loss of capital. Alien an employer fails, his lossi 
are sooq forgotten by others; but success, as long a ' ' 
forces itself on every one's observation. Antl it is 
wondered at that in trades in which success is unevenly c 
tributed, some working men should forget the failures whif^ 
hiive kept down the average rate of profits, and have prevented, 
the average Earnings of Management from being more than t 
faJT return for the difBculty and strain of the work: while the; 
look greedily at the few large fortunes which have been amassed 
as it were, out of their tod. 

Secondly, although there is a well-marked class distinctitx 
between skilled and unskilled labourers, and although in somi 
districts more than half the employers have risen from amoi^fl 
the employed, yet the great social division of the ranks of in- 1 
dustry is that between employers and employed. A working, 
man's friends and relations are seldom to be found among the 
employers, they are generally scattered about the trades which 
are associated with his own ; and he himself is much moi 
likely to pass over to one of these trades than to become a 
employer. 

Thirdly, although a rise in the wages of one trade tends to 
hinder a rise in the wages of other trades that are associated' 
with it in the same process of production, yet the wages of alji 
these trades are continually seen to rise together when the ■ 
demand for the produce of their joint industry increases, an ' 
to fall together when it diminishes. It is true that the promts 1 
the employers are generally rising or falling at the same timi _ 
but in this case the correspondence is not quite so close; atid; 
as the profits of an employer can only be guessed at, while the, 
wages of a workman are definitely known, it is not nearly so 
obvious. Again the circulation of labour, which tends to keeji' 
the earnings in difTerenC occupations in their Normal relationt. 
to one another, acts much more quickly between two groups tf 
associated workmen than between them and their employer^ 
If the wages of carpenters are abnormally high relatively tO. 
those of masons, the supply of carpenters will stron begin to in- 
crease relatively to that of masons, and the inequality wiH ' 
be redressed. There is in fact a belief among the working 
classes that if the wages of one trade rise, there will be, and in' 
fairness ought to be, a corresponding rise in the wa^es of otherK' 
associated with it in the same process of production ; and ita£ 
belief is itself a great forces If carpenters' wages had rises 
more rapidly than masons', it would be thought fair and reason- 
rthU ii,g[ [^j. masons should laVe Ihe feist, o^^ctunity of dfti 
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manding a rise, while the carpenters might get but Ettle 
sympathy from other trades if they demanded a second rise. In 
physical science we may investigate the laws of nature without 
making any allowance for the influence of popular opinion ; but 
in Economics and in other moral sciences we cannot da this : 
for in the moral world, the belief that a change ought to occur 
and will occur, tends to make it occur. 

§ 3. We have seen in successive chapters^ ; (i) what are the 
general conditions on which the power of a combination to- raise 
prices depends; (ii) what are the constitution and modes of 
action of trades unions ; (iii) what are the limits which the Laws 
of Normal wages and profits impose on attempts of combina- 
tions of labourers to raise wages generally at the expense of 
profits ; and (iv) how a rise in the wages of any trade affects 
the interests not only of their employers and of the consumers 
of the commodity which they help to produce, but also of the 
trades which are associated with them in producing it. We 
may now collect together the conditions on which the power 
of a union to obtain a rise of wages for its members de- 
pends. 

Firstly, with regard to the immediate result of any particular 
trade dispute. 

This depends partly on the number and action of the non- 
unionist members of the trade and on the difficulty of bring- 
ing men from other trades into it ; partly on the pecuniary posi- 
tion of the union, on the amount of its reserve fund, and of the 
contributions which can be levied in support of a strike from 
those not engaged in it; partly on the resolution of the unionists, 
and the belief which they and others have in the justice of 
their demands. The immediate effect which a check to the 
supply of labour in the trade will have upon the price that can 
be got for it, depends partly on the strength of any combination 
there may be among employers ; partly on the strength of will 
and the resources of individual employers; and partly on the 
loss which they would incur by suspending work. The amount 
of this loss depends on the margin which the state of the 
market affords between the price of the commodity which they 
produce and the outlay of Circulating capital required for pro- 
ducing it : other things being equal, this margin will be the 
greater, the lower are the wages of the other groups of labourers 
whom they employ, and the larger the extent to which the , 
Normal Expenses of production of the commodity consist of 
permanent charges and of the interest on Fixed capital. In 
estimating the state of the market for the commodity, account 
ipust be taken of the stocks which employers have in hand, and 

} Book 111. c\i. \N. — N\\. , 

M. ^^ 
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of the competition which they must meet from others who are 
not affected by the dispute. 

The immediate issue of any trade conflict which a union 
undertakes may therefore depend upon the character and the 
personal relations of those who play a leading part in it, and 
upon 3 variety of other accidents, much more than upon the 
action of the Laws of Normal wages and profits. 

Secondly, with regard to the permanent effects of the polity 
of a trades union. 

If the commodity which the trade produces can be eaalfl 
brought from great distances, a single union can seldom suc^ 
ceed in causing a great scarcity of it ; and the competition of 
distant producers in the same or other countries exerts an in.^ 
fluence on Task-wages against which the union can make buj 
little way\ But when no such competition is to be feared it is 
doubtless true that if a union can keep the number of those ia 
the trade permanently Jess than it otherwise would be, the pries 
of the commodity which they help to produce may be so raised 
by its scarcity, as to make it worth while for employers to pa^ 
them permanently very high wages. 

There are cases in which unions have pursued this end with 
some partial success, b^ means of stringent regulations which 
hinder anyone from joming the trade who has not served an 
apprenticeship,, and which hmit the number of apprentices who 
may be taken. But though such regulations may easily be en- 
forced by a trade whose wages are abnormally low, it ia a vetjl 
difficult thing to enforce them when the wages of the trade axi 
abnormally high relatively to those of others. For then bo| 
employers and those workmen who wish to enter the trade hxi 
so much to gain by evading them, that no regulations ( 
succeed for a very long time in preventing a large influx of n 
comers. If its Net Advantages are already up to the les 
of other trades of equal difficulty in the neighbourhood, it C 
not succeed in obtaining a permanent rise in its wages, ueJ 
there is a corresponding rise in the wages of other trades. 

It follows then that no course of action can be pcrmanenl 
advantageous to any one trades union, unless the general poll 
of which it is a part tends to raise the wages of all trades. " 
that if we consider only ultimate and permanent eflects, we ir 
apply to the case of a single union the rule which we obtaine 
in the last chapter. We there saw that labourers cannot sy 
ceed in getting a general rise in wages by means of trade coi 
binations except on certain conditions. And we may no 
conclude that a single trade cannot obtain a permanent ri 
of wages except on the same conditions; that is, unless the ri 

1 SeeBuoV.m. c\i."i\\.%6. 
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S got by measures which do not seriously hinder production, 
and unless those who get the increased wages use them so as to 
increase their efficiency and to add largely to the amount, if not 
of Material, yet of Personal capital in the country. No trades- 
union policy is likely to be permanently successful which 
prevents people from making the most of their faculties, and 
doing the best work they can ; or which hinders the adoption of 
improved methods of production; or which much increases the 
uncertainty of business, or in any other way inflicts great injury 
on employers and capitalists ; or lastly, which leads to a great 
increase of consumption on those passing enjoyments that leave 
BO permanent good behind them. This is almost the same as 
saymg that it cannot be to the permanent interests of a union 
"to adopt a policy which is injurious to the general well-being, 
and therefore nnffally wrong. 

But unf(»tunately the pecuniary interests of those who are at 
any particular time members of a union, are often very different 
from the ultimate and permanent interests ol the union ; for 
they may not live long enough for the full working out in their 
time of those results which, according to the law of Normal 
wages and interests, must ultimately foUow from their action. If 
they can artificially limit the numbers in their trade so as to 
Iceep up the wages'in it abnormally high for several years, it will 
be to their pecuniary interest to do so ; even though the regula- 
tions by which they attain their end tend to bring about a fall 
of wages in the long run. Men cannot be dissuaded from making 
such regulations by arguments addressed to their prudence, as 
distinguished from their sense of duty. 

§ 4. "Except' on matters of mere detail, there are perhaps 
no practteal questions even among those which approach nearest 
to the character of pure economic questions which' admit of 
being decided on economic premises alone^," and it is alike un- 
scientific and injurious to the public welfare to attempt to 
discuss men's conduct in industrial conflicts withoat taking 
account of other motives beside the desire for pecuniary gain. 
The communists assumed that no one should desire to gain at 
the expense of an equal loss of happiness to others ; but the 
world is not yet ready for applying in practice principles of so 
lofty a morality as this. The world is however ready, and work- 
ing men among others are ready, to endeavour to act up to the 
principle, that noone should desire a gain which would involve 
a very much greater loss <rf happiness to others. Of course the 
loss of £1 involves much less loss of happiness to a rich than 

' The remarks on economic method (Book I. ch. i. §| i and 3) 
ighould be read in connection with this section, 
' Preface to Mill's Ulitical £cmamy. 



not be reasonable to ask working- 
re which would give them a net 
gain of ^i at tlie expense of a loss of yis. to profits, unless it 
couid be shewn that this loss would react on wages in the long 
run. But many of them are willing to admit that no imion 
should adopt a course which will raise its own wages at the 
expense of a much greater total loss of wages to others ; and if 
this principle be generally adopted as a basis of action, then 
nearly all the evil that still remains in the policy of unions 
can be removed hy such a study of economic science, as will 
enable them to discern those remote effects of their action "which 
are not seen," as well as those immediate results "which are 

Much would be gained if all workmen knew that each trade's 
production constitutes a demand for the labour of other trades: 
that since about half of all the things that are produced are 
bought by working men, working men as a body have to bear 
about one-half of the loss that arises from any check to produc- 
tion ; and that, though one trade may sometimes gain a higher 
price for what work it does, by diminishing production, yet one- 
half of this increase in price has generally to be borne by other 
members of the working classes : that there cannot be general 
over-production, though there is sometimes a disorganization of 
industry which looks very like it : that if, under the fear of over- 
production, each trade diminished its production by, say, one- 
third, the Real wages of labour, the necessaries, comforts and 
luxuries which working men are able to purchase, would be 
diminished by about one-third. 

Much would be gained if all working men would reflect that 
unnecessary hindrances in the way of those who wish to leam a 
skilled trade are wrong; and that it is almost always wrong for 
one union to seek to obtain a rise in wages by a line of conduct, 
the general adoption of which would diminish the production of 
wealth, and therefore cause in the long run a general fall of 
wages. 

Unfortunately working men are able to say with too much 
truth that many of their superiors in the commercial world 
sometimes speak and often act as though nothing more were 
to be expected in business transactions than that a man 
should avoid dishonesty and pursue his own interests. It is of - 
course true that employers have sometimes no choice except I 
between limiting their production and incurring very heavy 
losses ; but they are as liable as workmen are to combine to 
limit production even when there is no such urgent occasion, 
and thus to seek a small benefit for Ihemselves at the cost 
of a great loss to the. rest ot soc\c\.y. And, as workmen are 
■^metimes tempted to enter mto & coiAeA Vo ^c-wa-^^a rauch 
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above their Normal level, wages which can only be maintained 
even temporarily by harsh regulations and continual conflicts, 
involving a great diminution of the Wages-and-profits Fund, 
and inflicting grievous injury on society; so employers are 
sometimes under a like temptation to strive by arbitrary meians 
for unduly high profits. 

The duties of different classes of industry to one another 
may profitably be discussed from the pulpit, in Social Science 
Associations, in Chambers of Commerce, in Trades Councils, 
and in Trades-union* Congresses. And there is much to be 
gained from all movements which tend to bring employers face 
to face with their employes, to talk over peacefully the economic 
and moral grounds of any claims that may be advanced : this is 
the work of Boards of Conciliation. 



CHAPTER Vril. 



ARBITRATION AND CONCILIATION'. 

5 I. Disputes relating to the carrying oat of contract*! 
between employers and employed have long been settled inS 
France by Conseils des Prud'hommes, that is, by boards of a 
equal number of representatives from the two classes wit' 
chairman appointed by Government. Mr Mundella impro 
on this plan by inducing employers and employed in his i __ 
trade of hosiery at Nottingham to agree to refer their dispute^"" 
not only as to the interpretation of past contracts, but as to the 
terms on which new contracts should be made, to a board of 
Conciliation. This board, started in i860, has been in success- 
ful work ever since, and a great many others have been framed 
on its modeL Each of them consists of equal numbers of 
representatives of employers and employed in the same trade, 
with a chairman chosen by the board. If he has a casting vote, 
he is often practically arbitrator; and Mr Mundella is probably 
right in thinking that the board should generally discuss without 1 
voting. Each side should listen to the arguments of the othoj^ 
and endeavour to work towards a solution to which the whol^ 
board can agree without a vote. If no such agreement c 
arrived at, the question should be referred to the arbitration g 
a referee who is a member of the board, but who is 
to its meetings only when a satisfactory conclusion cannot Id 
obtained without his aid. 

Thus the work of boards of conciliation is to 
causes of trade quarrels by friendly intercourse. Bui wM 
there is no such board, and a quarrel is already beginning, ^ 
best thing to be done is generally to refer the dispute at o 
the decision of an Arbitrator or a court of Arbitration. M 
having already begun, the work of arbitration must be dol 
quickly, and generally without the knowledge required for dd 
ing with the subtler intricacies of the trade; an arbitra 
■* On the subject of this chapter consult Crompton, Indun 
dmeiJiatign. 
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could hardly fix, as Mr Munxiella's board does, a list of piece- 
work wages for six thousand difiererU tasks. But though, arbi- 
tration is in many ways inferior to systematic conciliation, it 
is more elastic and more easily introduced ; and it is the only 
resource in a trade in which habits of mutual forbearance and 
conjidence and openness have not yet made much, progress; and 
it prepares the way for conciliation. 

The progress both of arbitration and concihation depends on 
the fidelity with which employers and employed conform to the 
decisions. The unions can generally answer for all the unionists 
concerned, and their action indirectly controls that of the non- 
unionists. There have been very few instances in which either 
masters or men have refused to abide by the award of those 
to whose decision they have submitted their case. 

§ 2. The considerations on which the decision of a board 
of conciliation or of an arbitrator must be based, are as 
various as human life itself. But yet there is one bread 
principle which must underlie their work. They must, as the 
earlier economists would have said, conform to Nature. That 
is, they must not set up by artificial means arrangements widely 
different from those which would have been naturally brought 
about. For if they do, their work will be in strong conflict with 
natural forces, and it will he destroyed. They must follow the 
example of Rennie, who when he had to construct a breakwater 
in Plymouth Sound, first set himself to discover the slope at 
which the natural action of the waves of the sea would arrange 
a bank of stones. He then let stones drop into the water so as 
to form such a slope, and the force of the waves^ instead of 
overthrowing his work, only built it compact together and 
strengthened it. He controlled Nature because he guided her 
forces, while conforming to her laws. And this is the proper 
work of industrial concihation and arbitration. 

We have seen that there is a Normal value about which the 
wages of each kind of labour tend to fluctuate. This value 
may indeed change with the growth of civilization and the 
progress of invention, and with changes in man's habits and 
character. But yet at any given place and in any given age the 
Normal relations of the wages of one trade to those of others, are 
determined by the operation of economic laws; and any at- 
tempt to keep wages much above or much beiow their natural 
level will be opposed by strong natural forces, and will faiL 

Again, the awards should follow the tendency of natural 
laws to raise wages when trade is good, and lower them when 
it is bad. But the fluctuations in the wages of labour are 
naturally less violent than those in the prices of goods ; and as 
variations of wages introduce a harmful uncertainty into the 
workman's life, conciliators and aiViWalots ^Q^i^.ft. iM». ■;*. 
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§ 4. There is great difficulty in obtaining the facts on which 
the decisions of a trade dispute should depend ; it is often diffi- 
cult for working men even to ascertain the real price at which 
the produce of their labour is being sold. One of the advantages 
of boards of conciliation is that in them trusted representatives 
of the working men may learn from their employers, in some 
cases perhaps under the seal of confidence, so much of the 
actual condition of the trade as may enable them to enter into 
the difficulties of the employers ; to yield when the necessities 
of the case require it, and to stand firmly when they can prove 
that the employers' case, on the employers' own shewing, is not 
a strong one. And mejanwhile employers and employed are 
brought nearer to one another not only by the general influ- 
ences of social intercourse, but by learning that one another's 
motives are not so bad as they appear to be when looked 
at from a distance through the distorting atmosphere of indus- 
trial conflict. 

But there is another, and a more thorough means by which a 
class of working men can get to understand the hidden work- 
ings of the trade in which they are engaged. They can start 
an establishment with their own capital ; and by having com- 
plete control over it, receiving its profits and bearing its losses, 
they can get access to nearly all the mysteries of the trade. 
The knowledge thus obtained enables them to tell better than 
they could by any other means when a rise in wages would 
so disturb trade as to do more harm than good, and when it 
may "fairly" be demanded ; when a proposal to lower wages 
is not really called for by the circumstances of the trade, and 
should be resisted as "unjust." In this and many other ways, 
the allied movements of the extension of economic knowledge 
and the improvement of industrial morality will be much pro- 
moted by co-operative production. 




5 1. The ideal which the founders of the Co-operative ir 
ment had before them, was that of regenerating the world by 
restraining the cruel force of competition, and substituting for tt^' 
brotherly trust and association. They saw that under the sway ' 
of competition much of men's energy is wasted in the endeavour , 
to overreach one another. They saw the seller, whether of.; 
commodities or labour, striving to ,give as^ little, and that of a: 
poor a quality as he could. And they saw the buyer alway| 
trying to take advantage at the seller's necessity, asd thi4 
forcing the seller, and especially the seller of labour, to struggU 
against a reduction of price, even when, if the buyer were moti 
open with him, he might see that the reduction was necessary 
The " Co-operative Faith " is rather felt than clearly expressed 
but it is earnestly held by shrewd practical men. It is tha 
these evils can be in a great measure removed by that spiril 
of brotherly trust and openness, which, though undeveloped, is 
yet latent in man's, nature. It looks forward to a time wliai< 
man shall have so far progressed, that there shall be no needles^' 
secrecy in business, and each one shall think of promoting tb6 
general well-being as much as of protecting his own interests. 

Thus its ultimate aim has a resemblance to that whic 
prevailed in the early Christian Church, and which led the 
to a community of goods. Co-operation is divided from mol^^ 
modem socialistic schemes by advocating no disturbance of pri 
vate property, by insisting on self-help, and by abhorring stat^ 
help and all unnecessary interference with individual freedoiR, 
But in other respects co-operation has much sympathy v '' 
and has learnt much from the enthusiasts of socialism. In 
the greatest of English socialists, Robert Owen, was the founde 
of co-operation ; and many of the most earnest co-operators caA 
Irace their faith to him. The extravagance of some of hijr 
opinions wrecked his best enterprises. But his unbounded 
belief in the latent goodness ot huma.n ■oaVn'ce a.ii4 vo. ^ba ? 
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bility of forming noble characters, his earnest desire to bring 
out whatever power of right action men have by trusting them 
and appealing to their reason, his carelessness about his own 
interests, the unrivalled business genius and insight by which he 
acquired vast gains, and the generosity with which he shared 
them with his operatives, and otherwise devoted them to his 
great social aims — all these traits had a great fascination for 
many of those working men of the generation now passing away 
who have exercised the profoundest influence over others'. 

The work which co-operators have set themselves to do for 
the present, may be classed under three heads. They attempt 
to remove or diminish the secrecies and discords that exist, 
firstly between employers and employed {or, as is inaccurately 
said, between capital and labour), secondly between retail dealers 
and private customers, and thirdly between retail and wholesale 
dealers and producers. While pursuing these ends, they aim at 
enabling working men to employ theiv own capital in trade and 
manufacture, and to save out of the profits "joint capital by 
joint action for joint purposes'." 

§ a. Mr Babbage was the first who dearly explained how 
industrial co-operation would diminish discord and bring out the 
energy and leal of the workers'. One of the forms of co- 
operation which he advocated was Industrial Partnership. In 
this system the organizing and managing power remains in the 
hands of the employers, who provide the greater part of the 
capital required ; but the wages of the employes depend 
in some measure upon the profits of the business. The 
system under which each of the clerks at Mr Smith's bookstalls 
receives a percentage on all that he sells, but has no direct 
pecuniary interest in the general success of the concern, has 
been quoted as an instance of Industrial Partnership : it is 
really a case of paying wages by piece-work ; but it is very 
important to notice that there is an element of co-operation in 
this and every other plan for paying wages by piece-work. The 
system of Industrial Partnership is well illustrated in Mr 
Leclaire's house painting establishment in Paris. " Besides 
himself there are two other partners in the concern — a Mr 

' Karl Marx, who thinks co-operation too mild a remedy for the 
diseases which aiTect society, is prond to point out how the great Socialist 
invented and put into working the limitation of the hours of factory 
labour, the sending to school of facto™ children, and the system of 
co-operation; how all these notions of his were called Utopian and. 
Communistic, and laughed to scorn by almoEt all respectable people ; 
and how respectable these notions have since become {Das KapiM, p, 
*77)- ^ 

' Professor Stuart's Address to the Co-optrathis Congress, i8;g. 

' Economy of Manufactures-, ch. xxvi. 
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Defoumaux and a Provident Society composed of all the otheif 
persons (apparently about two hundred) employed. Each of 
these three partners has a capital of 100,000 francs invested in 
the business. Messrs Leclaire and DefoumauK receive ea ' 
6000 francs (^240) as wages of superintendence and divide o __ 
half of the net profits equally between themselves. The othw 
half goes to the workpeople, Cwo-fifths of it being paid to th« 
Provident Society, and the other three-ftfths being distributedt 
among the individual members. Mr Leclaire however reserves, 
to himself the right of deciding who shall share in the distribu- 
tion, and to what amount ; only pledging himself never to ko^. 
back any part, but to pay to the Provident Society whatever 
fraction of the workpeople's quota may not have been awarded 
to individuals'." 

§ 3. The term "Co-operative production" in its strictei 
is however confined to cases in which the working men andi 
women employed supply a part at least of the capital require^ 
for the business, and take some share in its management la 
former times, Mr Holyoake says', "Capitalists hired labomv 
paid its market-price, and took all profits. Co-operative labour 
proposes to reverse this process. Its plan is to buy capital, pajl 
for it its market-price, and itself take all the profits." Thus » 
co-operativeworkshopisone"in which labour hires capital, devisW 
its own arrangement and works for its own hand'." " WorkmeOi 
who intend commencing one, first save, accumulate, or subscribe 
all the capital they can as security to capitalists from whom theyi 
may need to borrow more, if their own is insufficient... They 
hire, or buy, or build their premises ; engage or appoint 
managers, engineers, designers, architects, accountants, or wha^ 
ever officers they require, at the ordinary salaries such person^ 
can command in the market, according to their abiUty. Every 
workman employed is paid wages in the same way. If thsf 
need capital m excess of their own, they borrow it at markrt_ 
rates according to risks of the business— the capital subscribed' 
by their own members being paid for at the same rate. Theif 
rent, materials, salaries, wages, business outlays of all kinds; 
and interest on capital, are the annual costs of their undertak* 
ing. All gain beyond that is profit, which is divided among all 
officers, and workmen, and customers, according to their services. 
Thus in lucky years when 20 per cent, profit is made, a manager 
whose salary is ^500 gets £i<X3 additional; a workman whos^, 
wages are £ioa a year takes ^20 profit, in addition to th« 
interest paid him for his proportion of capital in the concem: 

' Thornton Oh Laiaiir, snd ed. pp. 366 — ;. 
' Jfislory of Co-eperatiin, "iCiU It. p. 88, 
' fi. p. 121. 
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There is no second division on capital ; the workers take , all 
surplus, and thus the highest exertions of those, who by labour 
of brain or hand create the profit, are secured, because they reap 
all the advantage. This is the distinctive principle of a co-opera- 
tive workshop^." 

A good instance of such a workshop is the Hebden Bridge 
Fustian Co-operative Society. Here every worker, man or 
woman^ must be a shareholder, some shares are held by other 
co-operative societies and some by "outside" individuals, chiefly 
workmen engaged in the same trade in the neighbourhood. AU 
shareholders have equal votes, and all are ready to co-operate 
by giving counsel in cases of difficulty where their technical 
knowledge can be of avail. This society seems to have most 
of the conditions which are favourable to the success of a co* 
operative workshop ; and these conditions may now be enu- 
merated. 

§ 4. The work by which an employer gets Earnings of 
Management is of two kinds. The first is that of organizing 
the production ; of determining what shall be made and how it 
shall be made; and of deciding where and when to buy and 
selL We may adopt an American term, and call this Engineer- 
ing the business. The second part of his work, which may be 
called that of Superintendence^ consists in providing for the 
proper carrying out of his instructions. It may be laid down as a 
general rule that co-operative workshops are not likely to suc- 
ceed in those trades in which the work of Engineering is difficult 
and important 2. 

For in such trades a board of business men is at a great 
disadvantage in competing with a single individual, and a board 
of working men would have to depend almost entirely on their 
manager. But no co-operative workshop has yet offered a suffi- 
cient salary to retain the services of a manager of first-rate 
ability, unless he is so much under the influence of the Co- 
operative Faith as to be willing to work for the Cause at a less 
salary than he could get in the open market. Thus Co-operative 
workshops have not succeeded in the past, and they are not 
very likely to succeed in the future in businesses that require much 
inventive power, such as many kinds of machine-making trades ; 
or that depend much upon passing opportunities and so re- 
quire much knowledge of what is going on, together with quick 
decisions and bold action, such as trades for making materials 
for ladies' dresses in which the fashion changes quickly ; or that 
require a large capital, such as iron rolling-mills ; or in which 
the profits are made chiefly by successful speculation. 

1 lb, pp. 123—4. - 

^ Comi^d^Q Brassey Lectures on the Labour Question^ ^^. \^vi — ^^-^r 
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But in trades that easily fall into a regular routine, so that 
the employers' work is chiefly mere Superintendence, co-opera- 
tion can make great savings by preventing the greater part of 
this work from having to be done at all. For co-operators can 
keep one another to work, they can secure the efSciency of their 
own foremen and other subordinate managers, and they can 
prevent waste and mismanagement in many matters of detail. 
Thus co-operative workshops have the beat chance of success 
in trades in which there is a steady demand, in which changes 
are slow, and fluctuations- of price slight, and in which the . 
capital is small in proportion to the labour employed. Co- 
operative work has succeeded in many trades that supply the 
ordinary wants of the working classes; and seems likely to suc- 
ceed in many more : and it has done well in small trading ships 
and whale ships and other fishing vessels- 
Co-operation has hitherto made but little progress in agrii ■ 
culture ; although most of the conditions for its success are 
present there. But agricukural labourers^ even if they can get 
command over the capital required for stocking a farm, caa 
seldom stand the brunt of several bad harvests in succession; " 
and what is more important, their narrow school and social 
education unfits them to some extent for co-operative work : for 
co-operation is the child of confidence ; and ignorance is the 
parent of mistrust. The "Communities" in America are chiefly 
agricultural, and many of them are very successful ;. but they 
own the land which they cultivate, and which supplies most m 
their simple wants ; they have a good deal of practical ability, 
and a religious enthusiasm which includes a- spirit of brother- ' 
hood and mutual trust. 

§ 5. But even in trades the genera! management of which is 
beyond the reach of co-operative effort, workmen may co-operate 
in taking sub- contracts. When the sub-contractor is a middle- 
man, skilled perhaps in little but hard bargaining and severe 
ruling, workmen complain that the system of sub-contracts, 
though it may cheapen production, often does much harm to the 
workman'. But trades unions do not oppose, and co-operators 
should do all that they can to extend the use of the plan in 
which a sub-contract is taken by a set of workmen, who supply 
their own tools, share the whole responsibility among them- 
selves, and are under the orders of men chosen and paid by 
themselves. This system has long been in use among navvies 1 
and miners and quarrjmen, and in the shipbuilding trades ; and 
it seems capable of almost unlimited extension. "On a long 
line of railway every cutting, bridge, tunnel, embankment and 
statioa is executed by one or more separate sub-contractors j 

J See Howell, ch. vi. |^ j, v 
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and thus the co-operative system may readily be applied to the 
construction of every section of the largest undertalung, after it 
has been sufficiently subdivided'." And in many factories in 
which a room with all its machinery is let out to a middleman 
who hires the requisite labour, and contracts to do a certain 
piece of work for a given price, the middleman might with 
advantage be displaced by a co-operative gang. 

§ 6, Co-operative credit assosiations have had great success 
in Germany; partly because the system of work in large fac- 
tories has made much less progress than in England, and there 
are vast numbers of working men who require the use of some 
little trading capital. Groups of these worionen, with a few in 
other social ranks, have formed themselves into associations, 
each of which has a nucleus of capital of its own, and by 
pledging this as well as the whole property of all its members, 
ijorrows more capital at the market rate of interest. It then 
makes loans to its members at a rate which would seem high to 
the wealthy borrower, but which is vety much lower than that 
at which a single working man can barrow in the ordinary 
course of business ; for the risk, that the workman may get iU 
or abscond before the loan is repaid, prevenia him from getting 
it at any moderate rate. The margin between the interest which 
the association pays, and that which it receives, is almost always 
sufficient to give very large profits on its capital, after allowing 
for all expenses and losses; and out of these profits fresh 
capital is accumulated, so that the association trades every year 
more with its own, and less with borrowed capital The losses 
are not large, because the principle of co-operation is thoroughly 
applied in the constant testing of each member's character 
and conduct by the other members, many of whom are neigh- 
bours of his and know all about him. A high standard is 
maintained, not only when a man applies for admission, but 
afterwards when he wants to borrow ; and, as no loan is made 
for more than three months, this jH'ocess of testing is constantly 
going on. These associations did not grow spontaneously as 
the English workman's co-operative stores did; they were planned 
and in great measure built up, by the foresight and energy of 
Dr Schulze-Delitzsch. He started the first of them in 1849 
in the little town of Delitisch, and in 1877 he reported that 
there were 1827 credit associations, that they contained over 
I,ooo,ODO members, that they owned ^8,000,000 capital and had 
^20,coo,ooo more on loan; and that they did business to the 
amount of ;£iio,ooo,ooo', 

1 Brassey, /. r. p. 137. 
" English readers may I 
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§ 7. Co-operation endeavours "to promote the practice of 
truthfulness, justice, and economy, in production and exchange^ 
I. By the abolition of all false dealing, either (a) direct, by 
representing any article produced or sold to be other than what 
it is known to the producer or vendor to be; or, (S) indirect, bjf' 
concealing from the purchaser any fact known to the vendcw 
material lo he known by the purchaser, to enable him to judg^ 
of the value of the article purchased. 2. By conciliating the c( ' 
flicting interests of the capitalist, the worker, and the purchas 
through an equitable division among them of the fund commonlif 
known as profit'." 

And we now pass to consider the work of co-operation i^ 
endeavouring to put the relations between retail dealer and coai 
sumer on a better footing. The work of co-operative stores ii 
humbler than that of co-operative workshops; but, partly fa 
this reason, its success has been greater. The way was pioneeroj 
by twenty-eight working men in Rochdale, who in 1844, sub 
scribed a pound apiece to buy flour, oatmeal, sugar and butts 
a.t wholesale prices. One of their number acted as a salesmai 
and the profits went to increase the capital of the store. It gren 

steadily from this small beginning till in 1873 it had " 

members, Z2ij2,o$2 share-capital, and sold goods to the a 
of ^298,679. The example of the working men of Rochda]| 
has been followed by working men in many other towns j 31 
between them, these working men's stores own nearly ;£5,ooo,o< 
of share-capital, and do business amounting to about ^i4,ooo,o( 
annually. These figures do not include the stores started by tl 
middle classes, which are indeed called co-operative, but ; 
which there is very Ettle of the true co-operative spirit. 

§ 8. The workmen's stores have followed closely in th 
steps of the Rochdale pioneers, and one general description wi 
serve for all. They charge the ordinary retail prices of tl» 
neighbourhood ; from the gross profits at the end of each qtiar 
ter are deducted interest on capita!, and an allowance for deprei 
ciation and extensions ; and, in the best stores, 2i per cent. Ii 
set by for reading-rooms, libraries, lectures, and educations; 
purposes generally. The remainder would, if the leaders of liw 
movement had their way, be divided among all the personi 
employed and members of the store in proportion to the amoui ' 
in the appendix to the eleventh report of the Trades Union Cob 
missioners, and from an appendix by Mr Neale to the report of tl 
Co-operative Congress for 1879. The relations between co-operation (Ul 
socialistic schemes for state aid and guarantee may be studied in I 
Schuke-Delilisch's deulscher Arhaltr-ealeckismui ; in Lassalle's nnswL^^ 
^ery Sas(iai-Sthii!it van DilUzsck ; and in Schulze's reply ^Jifjiiwjto 
y^npibigssiM/llithen RUico ditrth Hcrrn LassalU. 
^ Rules of the Co-operative Union. 
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of their wages or of their respective purchases during the quar- 
ter. But a movement begun with high aims often suffers from 
its own success ; and even at Rochdale the new comers, who 
have been attracted to the store by the desire of gain, have out- 
voted the older members, and divide the whole net profits 
among the members without giving any share to labour. 

Much of the good done by these stores is due to their plan 
of chai^ng a full price at first, and returning to the consumer a 
share of the profits in a lump sum at the end of the quarter : for 
the workman is thus induced to put away week by week part of 
his earnings almost without knowing it. He may then with- 
draw his savings, perhaps to buy a sewing-machine, or some 
important piece of furniture ; and thus he is often led to aim at 
having a well-ordered home in which to take pride. If he has 
already such a home, the best thing he can do with his " di- 
vidend" is not to withdraw it, but to take his part in "saving 
joint capital by joint action for joint purposes." In such stores 
there is much real co-operation ; many of the members take an 
active interest in the way in which the business is carried on, 
are ready with help and advice whenever it can be useful, and 
take part in the selection and the supervision of the officers of 
the society. They themselves are educated by this work; and are 
led on to discuss and undertake bolder co-operative enterprises 
partly by the sense that they have funds at their disposal which 
may fitly be used for the purpose, pardy by their intercourse at 
the stores with others in whom the Co-operative Faith is 

Their zeal is stimulated in annual Co-operative Congresses ; 
a Co-operative Board, Union, and Gild are continually at work, 
endeavouring at once to consolidate and to broaden the great 
movement; and co-operators are learning that if "education is 
desirable for all manland, it is life's necessity for co-operators'," 

5 9. The advantages which co-operative stores have in com- 
petition with shopkeepers may be classed thus : 

i. They have adopted cash payments as a principle. No 
customer is offended at being refused credit at a store : but 
shopkeepers find that even if they start with the cash system, 
they can hardly avoid meeting exceptional cases by giving cre- 
dit, and soon the exceptional cases become the rule. The credit 
system not only leads to many bad debts, but it inverts the 
natural order of loans. It is reasonable that the trader who 
expects trade profits on his capital should borrow directly or 
indirectly from the private individual who can only get interest 
on it. But on the credit system the customer borrows the use of 
capital from the shopkeeper. 

^ This Inilh is ahty worked out in Pio^essot ^AviM-CiaSAwst^ 
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The stores in which the co-operative element is stroi^ 
sell unadulterated goods ; and others are believed to do t' 

a large business without spending- mutij 
on advertisements, or on an expensive site. A large store likes 
to have an imposing front ; but this answers for a great many 
departments one above the other. 

iv. When competing witb the small shopkeeper it has the 
advantage of buying in larger quantities, and therefore morel 
nearly direct from the producer than he can. 

V. Those who have an interest in the success of the stor^' 
will wait more patiently to be served than the customers at »' 
private shop ; and therefore the amount of business done is 
larger in proportion to the number of those who stand behind 
the counter in the store than in the shop. 

The great difficulty that the stores have to contend with is 
seeking die custom of the working classes, arises from the fact 
that a working man who is not a unionist generally wants tpi 
borrow from shopkeepers when he is out of employment ; asHii. 
that even unionists, when excited by a struggle for victory, aif i 
sorely tempted to accept the offer of friendly shopkeepeitf 
to advance the means of sustaining the strike for soine tioW' 
longer. And there are many in other ranks of life who cannoti' 
or who think they cannot, avoid spending their income beforft 
they receive it 

§ la It is probable that there will always be some shop- 
keepers who will carry on their business on the old plan, and 
who will retain those customers who are willing to pay hi^ 
prices, on condition of receiving credit, of having assistants 
always ready to attend on them without delay and to shew them. 
innumerable things which they do not want to buy, and of 
having every litde trifle which they buy delivered at their housn 
at once. But all these services cost more to the shopkeepei^ 
than they are really worth to the great majority of custometi' 
And the success of co-operative stores has proved that there ijs 
a great demand for traders who will act on the business priw 
ciple of not doing any thing for the customer which must in tW 
long run cost the customer more than it is worth his while t?' 
pay for it. But there is no reason why shopkeepers who adopt: 
this principle should not be able to hold their own against aljt 
stores except those in which there is so much true co-operatiot 
" 'o be a great source of strength. With equal advantage ' "'" 



teiij^. And since in the long run the Earnings of Managemeaj 
of shopkeepers are govert\ed by Cbe l.a-«s which were discussed' 
in the second Book, they wiW, w\iea ftie ne« ?."iS\K,wi"i& ^t'- =— 
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c^eration, obtain as good incomes as they would have done if 
the old system had continued. 

■ The change will benefit shopkeepers by freeing them in a 
great measure from their dependence on small bodies of cus- 
tomers whose humours they have to consult ; they will have the 
sound position that comes of doing business in a business-like 
way. But the change will of course diminish the number of 
shopkeepers whose work is required * ; and the process of thin- 
ning out must be painful ; the suffering need not however be 
great if shopkeepers adapt themselves quickly to the require- 
ments of the new age, and urge all young men who have not 
special reasons for becoming shopkeepers to choose some other 
occupation. The general prosperity of the country will be much 
increased when the capital and labour that are now wastefully 
employed in the retail trade, are set free for other work. 

§ 1 1. The third work of co-operators is to diminish the dis- 
cords between retail and wholesale dealers and producers. For 
this purpose they have started a Wholesale Co-operative Society, 
which aims at doing for the retail stores what the retail stores 
aim at doing for the individual consumer. It buys directly from 
the producer, or importer ; it imports some things itself, and it 
has its own works for making biscuits, shoes, and soap. The 
retail stores who deal with it share in its profits ; and however 
little they buy, however little they understand the business of 
buying, they can, it is asserted, buy from it on the most favour- 
able terms. 

There is a plan for making this society the centre of a grand 
Federation of Co-operators. It is proposed that co-operative 
consumers should guarantee to co-operative producers a steady 
market for their wares*. Having uninterrupted employment, 
the co-operative producers would, it is argued, be free from 
anxiety, and be able to get high wages for themselves, while 
they produced at a low price on the average ; and the co-opera- 
tive purchasers would gain by buying their goods cheaply in the 
first instance, and also by receiving a share of the net profits of 
the co-operative workshops. For it is assumed that the net pro- 
fits of the co-operative workshops would be divided between the 
labour employed in it and the customers. The total demand of 
co-operative consumers is of course not constant from year to 

^ It has been calculated by Mr Neale {Economics of Co-operation) that 
there are 41,735 separate establishments for 22 of the principal retail 
trades in London. If for each of these trades there were 648 shops, 
that is 9 to the square mile, no one would have to go more than a 
quarter of a mile to the nearest shop ; there would be 14,256 shops in 
all. Assuming that this supply would be sufficient, there are in London 
351 shops for every 100 that are really wanted. 

> See Book ill, cIl i. § 4. 
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year; and therefore perfectly nninterrapted empkyinent could 
not be guaranteed to the workshops if their annual produce 
exceeded the amount which the Stores were willing to purchase 
in Uie most unfavourable years. And the prices and wages in 
the workshops would have to fall whenever tney fell in the out- 
side markets : for otherwise the trust of co-operators would be 
put to too great a strain. 

The plan will require much exercise of the Co-operative 
Faith ; but it will be a gain to the worid if many wish for it, and 
a great gain if they achieve it 
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College Manchester. With lUustrations, iSmo. u. 



IIELLENICA; OR, A HISTORY OF GREECE 2N 
GREEK, as related by Diodoms and Thucydides ; being B 
First Greek Reading Book, with explanatory Notes, Critical 
and Historical. New Edition with a Vocabulary. Fc^. 8v9i 
3>. 6<^. 

A HELP TO LATIN GRAMMAR; or. The Form and 
Use of Words in Latin, with Progressive Eierdses, Crown 
Svo, 41. 6d. 

THE SEVEN KINGS OF ROME. An Easy Narrative, 
abridged (rom the First Book of Livy by the onussion o( 
DifBcult Passages; being a First Latin Reading Book, with 
itical Notes. With VocnbulBry, y. 6d. 

[New and thoroughly rrjistJ tditioB, juil rtadjr. 



WBIGHT CoHtittUtd— 

FIRST LATm STEPS; OR, AN INTRODUCTION 
BY A SERIES OF EXAMPLES TO THE STUDY 
OF THE LATIN LANGUAGE. Crown Svo. 51. 
ATTIC PRIMER. Atranged for the Uar of Beginners. 
Extra fcap. 8vo. 4J. dJ. 

A COMPLETE LATIN COURSE, comprUine Rules with 
Examples, Exercise, botli La.l:m and English, on each Rule, 
and Vocabularies. Crown Svo. 4J. 6d. 



MATHEMATICS. 

AIKY— Works by Sir G, B. AIRY, K.C.B., Astronomer 
Royal .— 

ELEMENTARY TREATISE ON PARTIAL DIP- 
FERENTIAL EQUATIONS. Designed for the Use ol 
Students in the Universities. With Diagrams, Second Edition. 
Crown Svo. 51. dd. 

ON THE ALGEBRAICAL AND NUMERICAL 
THEORY OF ERRORS OF OBSERVATIONS AND 
THE COMBINATION OF OBSERVATIONS. Second 
Edition, revised. Crown Svo. 61. 6d, 

UNDULATORV THEORY OF OPTICS. Designed for 
the Use of Students in the University. New Edition. Crown 
Svo. &. &d. 

ON SOUND AND ATMOSPHERIC VIBRATIONS. 
With the Mathematical Elements of Music. Designed for the 
Use of Students in the University, Second Edition, Revised 
and Enlarged. Crown 8vo. ^. 

A TREATISE OP MAGNETISM. Designed for the Uae 
of Students in the University. Crown Svo. 91. 6d, 
AlBY (OSMOND)—^ TREATISE ON GEOMETRICAL 
OPTICS. Adapted for the use of the Higher Classes in 
Schools. By Osmund Airy, B.A., one of the Mathematical 
^H Uaslers in Wdiinglon College. Extra t.^. Svi^ y. (>d. 
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BATfMA— rjy£ ELEMENTS Of MOLECULAR ME.CHA.. 
NICS. B7 JossFH Bayma, S ,J., FtofoHK of Fliilatophr, 
Stonrhmst CoU^c Demy Svo. icv. (>d. 

BEA8I.BT— ^iV ELEMENTARY TREATISE ON PLANE 
TRIGONOMETRY. With Eiaicplei. By R. D. Biaslby. 
M.A., Head Master of Granthani Grammar SchooL Kfth 
EditioQ, revised and enlaiged. Ciown Svo. y. td, 

BI.ACKBOBM [;^Mfia.) — ELEMENTS OF PLANE 
TRIGONOMETRY, for the use of the Jimku C3us L 
Mathematics n the University of Glisgow, By HuGU 
GlACKBUKN, M.A., Frofeisar of Mathematics in the Univer- 
dly of Glasgow. Globe Svo, is. fid. 

BOOLE— Worts by G. BOOLE, D.CL., F.R.S., late Profefcot 
of Mathematics in the Qoeen's UnivernCy, Ireland. 
A TREATISE ON DIFFERENTIAL EQUATIONS. 
Third and Revised Editioti. Edited by I. ToDUuarut, <^wii 

A TREATISE ON DIFFERENTIAL EQUATIONS. 
Supplemenliry Volume. Edited by L ToDHUNTElt. Crown 
Svo. is. 6d. 

THE CALCULUS OF FINITE DIFFERENCES. 
Crown Svo, loi. 6d. New Edition, revised by J, F, 

MOULTON, 

SMITH [a.)— ARITHMETIC IN THEORY AND 
PRACTICE. By J. BROOK^iiiTH, M.A., LL.B., St. 

John's College, CamiiHcJge; Banister-at-Law ; oiie of the 
Masters of Cheltenham College. New Edition, revised. 
Crown Svo. 4J. td. 



CAMBKIDOS SEN ATC- HOUSE FBOBtiSMS and SIDEBB 
WITH 8OI.OTI0NS!— 
\%',i— PROBLEMS AND RIDERS. By A. G, Geunhill, 
M.A. Crown Svo. Zs.dd. 

\%1%~^0LUTI0NS OF SEN ATE.IIQUSE PROBLEMS., 
By the Mathematical Moderatois aod Examiners, Edited by 
J. W. L. GLjusii£R, M.A., Fellow of Trinity College^ 
^ofaidge. 123. 




GANBUSR— ^fii/* TO ARITHMETIC. Desleocd for the 
uf^e of Schools. By H. Canijleb, M.A., Miithematical 
Maiiter of Uppiugbsjn School. Extra fbap, 8va. 3s. fiJ. 

CHEYNB— ^// ELEMENTARY TREATISE ON THE 
PLANETARY THEORY. By C. H. H. Chbymb, M.A., 
F.R.A.S. Witha CoUectioa of Problems. Second Editioo, 
Crown Svo. fu. &/. 

OHSIGTIH— ^ COLLECTION OF ELEMENTARY TEST- 
QUESTIONS IN PURE AND MIXED MATHE- 
MATICS; with Answers and Appendices on Synthetic 
Division, and on the Solution of Numerical Equations by 
Homer's Method. By James R. Chkistie, F.K.S., Roj^ 
Mihtary Academy, Woolwich. Crown Svo. 8j. 6d. 

CLIFFORD— r^£ ELEMENTS OF DYNAMIC. An In- 
tToduction to the Study of Motion and Rest in Solid and Fluid 
Bodies. By W. K. Cliffoku, F.R.S., Professor of Appiied 
Mathematics and Mechanics at University College, London. 
Part I.— KINILTIC. Crown Svo. is. td. 

CUMMINQ— ^.V INTRODUCTION TO THE TH^ORi 
OF ELECTRICITY. By Linn-eus Cumming, M.A., 
one of the Masters of Rugby School With Illustrations. 
Crown Svo. Si. td. 

CVTliB^RISOH^E UCLIDIAN GEOMETRY. By Francis 
CuTKUSitTSON, M.A., LL.D., Head Matliematical Master of 
the City of London School Extra fca^j. Svo. 4J. &i. 

DAI.TON— Works by the Kev. T. DALTON, M.A., Assistant 
Master of Eton College, 






[Atfuitrs to the Example are apfcmUd. 
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PROPERTIES OF CONIC SECTI02VS PROVED 
GEOMETRICALLY. Past I., THE ELLIPSE, with 
Pioblerot. Br the Ke*. H. G. Day, IiLA. Cfoito Sto, 

■Otmaaav— EUCLID AND HIS MODERN RIVALS. By 
the Rev. C I. DoDGSON, M.A., S!»thenmlical Lectnrer, 
Christ Church, Oxford. Crown Svo. ft. 6d. 

nVEW— GEOMETRICAL TREATISE ON CONIC SEC 
TIONS. By W. H. Dekw, M.A„ St. John's CoUt^e, 
Cambridge. New Edition, enlaiged. Crown Svo. Ji. 
SOLUTIONS TO THE PROBLEMS IN DREWS 
CONIC SECTIONS. Crown 8to. 4/. W. 

BDGAB (t. H.) and FRITCHABD (Q. B.)— NOTE-BOOK 

ON PRACTICAL SOLID OR DESCRIPTIVE GEO- 

METK Y. Conuioing Ptoblenu with help for Solntions. By 
L J. H. Edgar, M.A., Lecturer 00 Mechanica] Drawing at the 
. Royal School of Mines, and G. S. Pxitchakd. New Edition, 
revised and enlarged. Globe Svo. 3/. 



AN ELEMENTARY TREATISE ON TRILINEAR 
CO-ORDINATES, the Method of Reciprocal Polari, and 
the Theory of Prqjectora. New Edition, rerised. Crown Svo. 
6s. 6d. 

AN ELEMENTARY TREATISE ON SPHERICAL 
HARMONICS, AND SUBJECTS CONNECTED WITH 
THEM. Crown 8vo. V- ^• 

FE08T— Works by PERCIVAL FROST, M.A., formerly Fdlow 
of St. John's College, Cambridge ; Mntbemaiical Lecturer o( 
King's College. 

AN ELEMENTARY TREATISE ON CURVE TRA- 
CING- By PERCIVAL Frost, M.A. Svo. iw. 

SOLID GEOME TR Y. A Near Edition, revised and enlarged 
of the Treatise by Frost and WoLSTBNaoL*iB. In 2 Vob. 
Vol.. 1. Svo. Ifa. 
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OODFRAT— Works by HUGH GODFRAY, M.A., Mathematical 

Lecturer at Pembroke College, Cambrii^ge. 

A TREA TISE ON ASTRONOMY, for the Use of CoUefies 

and Schools. New Edition. 8vo. raj. td. 

AN ELEMENTARY TREATISE ON THE LUNAR 

Zff.£0^y,withaariefSketch of the Problem up to the time 

of Newton. Second Edition, rcA-ised. Crown Svo. 51. fid. 

a^VLMlKa— AN ELEMENTARY TREATISE ON THE 
DIFFERENTIAL AND INTEGRAL CALCULUS, for 
the Use of Colleges and Schools. By G. W. Hemming, M.A., 
Fellow of St. John's Collie, Cambridge. Second Edition, 
with Corrections and Additions. Sro. 91. 

J AOKSOW ~ GEOMETRICAL CONIC SECTIONS. An 
Elementary TreatLie in which the Conic Sections are defincti 
as the Plane Sections of a Cone, and treated by the Method 
of Projection. By J. STtTAxT Jackson, M.A., late Fellow of 
Gonville and Cains College, Cambridge, Crown Svo. 4J, 6d. 

JEI.I.BT (JOHN n.}—A TREATISE ON THE THEORY 
OF FRICTION. By John H. JELLBT, B. D„ Senior FeUow 
of Trinity College, Dublm ; President of the Royal Irish 
Academy. Svo. &. 6d, 

JONES mad aWEVN-E— ALGEBRAICAL EXERCISES. 
Progressively Arranged. By the Rev. C A, Jones, M.A., and 
C. H. Chevne, M.A., F.R.A.S., Mathematical Masters of 
"Westminster SchooL New Edition. iSmo. as, 6a. 



tad tAXT—INTRODUCTION TO QUATER- 
NIONS, with numerous examples. By P. Kelland, M.A., 
F.R.S. J and P. G. Tait, M.A., Professors in the department 
of Mathematics in the University of Edinburgh. Crown Svo. 

KITCHBKSR— ^ GEOMETRICAL NOTE-BOOK, containing 
Easy Problems in Geometrical Drawing preparatory to the 
Study of Geometry. For the use of Schools. By F. E. 
Kitchener, M.A., Mathemathkal Master at Rugby. New 
Edition. 4to. zi. 
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I8 MACMILLAN*S EDUCATIONAL CATALOGUE. 

VLKOUt— NATURAL GEOMETRY: an Introduction to the 

Logical Study of Mathematics. For Schools and Technical 

Classes. With Explanatory Models, based upon the Tachy- 

metrical Works of Ed. Lagont. By A. Mault. iSmo. ii. 

Models to IllusCrale the above, in Box, 12/. (iif. 

■111-BV.B.lKAli — ELEMENTS OF THE METHOD OF 
LEAS7 SQC/ARES. By Mansfibld Merriman, PkD. 
Professor of Civic and Mechanical Engineering, Lehigh Uni- 
versity, Bethleheni, Penn. Crown 8to, "Js. 6J. 

KllthAS.- ELEMENTS OF DESCRIPTIVE GEOMETRY. 
By J. B. Miliar, C.E., As:,istant Lecturer ii 
Owens College, Manchester. Crown 8vo. 6i. 

MORGAN — A COLLECTION OF PROBLEMS AND 
EXAMPLES IN MATHEMATICS. With Answers, 
By H. A. Morgan, M.A., Sadlerian and Mathematical 
Lecturer of Jesus College, Cambridge. Crown Svo. 6i. &/. 

vmiB.— DETERMINANTS. By Tbos. Muir. Crown Svo, 
[/a prtparatiim. 

NEWTON'S PRINCIPIA. Edited by Prof. Sir W. Thomsom 
aad Professor Blackbur.n. ^to. cloih. 314-. td. 
THE FIRST THREE SECTIONS OF NE}VTOirs 
PRINCIPIA, With Notes and Illustrations. Also a col- 
lection of Problems, principally intended as Enamples of 
Newton's Methods. By PsRcrvAL Frost, M.A. Third 
Edition. 8yo. 14;. 

PARKINSON— Works by S. PARKINSON, D.D., F.R,S., 
Tutor and Pnelectot of St. Jolin's College, Cambridge, 
AN ELEMENTARY TREATISE ON MECHANICS. 
For the Uie of the Junior Classes at the University and the 
Higher Classes in Schools. With a Collection of Examples. 
New EditioQ, revised. Crown 8vo. clott. gj, td, 
A TREA TISE ON OPTICS. New Edition, rerieed and 
enlai^ed. Crown Svo, cloth, los. 6d. 

VSBl^Y— EXERCISES IN ARITHMETIC. ByS, Pboliy. 
[In preparatitK. 



■ELEMENTARY HYDROSTATICS. Wilh Nu- 
merous Examples. By J. B, Phkas, M.A., FeUow and late 
Assistant Tutor of Clare Collie, Cambridge. New Edition. 
CcDwn Svo, cloth, Jj, 61/. 

Vl^l-B.— LESSONS ON RIGID DYNAMICS. By the Rev. 
G. PiKiE, M.A., kle Fellow and Tutor of Queen's College, 
Cambridge ; Professor of Malheniatics in the University of 
Aberdeen. Crown Svo. &. 

VJJ CKI.S -AN ELEAfENTARi TREATISE ON CONIC 
SECTIONS AND ALGEBRAIC GEOMETRY. With 
NOBierous Examples and Hints for their Solution ; especially 
designed for the Use of Beginners. By G. H, Pucklk, M.A. 
New Edition, revised and enlarged. Crown Svo. 7j. 6rf. 

B.AW1.1KSOH— ELEMENTARY STATICS, by the Rev. 
GBOiGE Rawlihson, M.A. Edited by the Rev. Edward 
Sturoes, M.A. Crown Svo. 4J. 6d. 

RAYI.EIGH — r^fi THEORY OF SOUND. By LORD 
Rayleigh, M.A., F.R.S., formerly Fellow of Trinity CoUcEe. 
Cambridge. Svo, VoL I. I2J. 6d. Vol. II. 12s. 6d. 

[Vol. m.inlkepress, 

B,Wtt01.-DB— MODERN METHODS IN ELEMENTARY 
GEOMETRY. By E. M. Rbynolds, M.A., Mathematical 
Master in Clifton College. Crown Svo. 31, 61I. 

ttOUTH— Works by EDWARD JOHN ROUTH, M.A.,F.R.S., 
late Fellowand Assistant Tutor of St, Peter's College, Cam- 
bridge ; Examioer in the University of London, 

AN ELEMENTARY TREA TISE ON THE DYNAMICS 
Of THE SYSTEM OF RIGID BODIES. Wilh numerous 
Examples. Third and enlarged Edition. Svo. 311, 

STABILITY OF A GIVEN STATE OF MOTION, 
PARTICULARLY STEADY MOTION. Adams' Priie 
Essay for 1877. Svo, %s. 6J. 



MACMILLAN'S EDtlCATTONAI. CATAI-OGUE. 

■MITK— Works bj the Rev. BARNARD SMITH. M.A., 
Rcctoc of Gksloa, Rutland, late Fellow uid Senior Bursu 
of SL Peter's College, Cambridge. 

ARITHMETIC AND ALGEBRA, in their Principle* and 
Application ; with numerous systematical]/ arranged Exan^lei 
ttkco from the Cambridge Examination Papers, with especial 
reference to the Ordinary Examination for the CA. DcgTee. 
New Edition, carefnliy revised. Ctown 8vn. lor. 6/. 

ARITHMETIC FOR SCHOOLS. New Edition. Crown 
8vo. 4^. td. 
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sold separately, Part I. u. ; Part U. it, ; Answeni, 6A 

SCHOOL CLASS-BOOK OF ARITHMETIC. iSmi 
cloth. 31, 
Or sold separately, in Three Parts. 11. each. 



SHILLING BOOK OFARITHME TIC FOR NA TIONAt ' 
AND ELEMENTARY SCHOOLS. l8mo. doth. Or 
separately. Part I. ^d. ; Part II. 3d^ ; Part III. ^d. Answers. 



THS SAME, with Answeti Mntplete. iGmo, cloth. ». 6A 






THE METRIC SYSTEM OF ARITHMETIC, ITS 
PRINCIPLES AND APPLICATIONS, mitli numerous 
Examples, vfritten expressly for Standard V. in National 
Schools. New Edition. iSmo. doth, sewed, yi. 
A CHART OF THE METRIC SViiTEM, on a Sheet, 
size 42 in. by 34 in. on RoUer, mounted and varnished, price 
3J. 6f. New Edition, 
Also ^ Small Chart on a Card, price id, 
EASY LESSONS IN ARITHMETIC, combining Exercises 
in Reading, Writing, Spelling, and Dictation. Part I. for 
Standard I. in National Schools. Crown Svo. i^J. 
EXAMINATION CARDS IN ARITHMETIC. (Dedi- 
cated to Lord Sandon.) With Answers aiid Hints, 
Standarils I. and II. ia box, 11. Standards III., rv. and V., 
in boxes, l^. each. Standard VL in Two Parts, in boxes, 

A and B papers, of nearly the same diiEculty, are given so as to 
prevent copying, and the Coloois of the A ajid B papers differ in 
each Standard, and from those of every other Standard, so that a 
master or mistress Can see at a glance whether the children Iiave the 
proper papers. 

RNOVTBAIA — THE ELEMENTS OF PLANE AND 
SPHERICAL TRIGONOMETRY ; wldi the Construction 
and Use of Tables of Logarithms. By J. C. Snowball, M. A. 
New Edition. Crown 8vo. 71. 6d, 

iliABUB OF PLANS GEOMETRY (corresponding Co 
Euclid, Boots I.— VI.). Prepared by the Association for the 
tnprovement of Geometrical Teaching. New Edition. Crown 
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TAIT MiA aTBBLE— ^ TREATISE ON DYNAMICS OF 
A PARTICLE. With numerous Enamplea. By ProfesKJi 
Taii- and Ma. Stbblk. Fourth Edition, revised. Crovm 8yo. 
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II MACMILLAN'S EDUCATIONAL CATALOGUE. 

T-BXA-r — EL£MEJVTASr MENSURATION FOR 
SCHOOLS. With numearons Eiamples, By Skptimus 
Tebay, B.A., Head Master of Queen Elizabeth's Grammar 
School, Eivingtoa. Extra fcap. 8vo. y. 6rf, 

TO DHCNTBR— Works by I. ToDHUNTKR, M.A,, F.R.S., of 
St. John's College, Cambridge, 

" Mr. Todhunlu is cIiiEfl; kaovn -a itudents of MatheniBtici u Ihi 
auChor of a wriea of admiTsble EDBEhematical tejcl-books, which pqwBl 
the ran qnalidea of being dsu !d style nod ab&oluLoiy fm from mulakCB. 

THE ELEMENTS OF EUCLID. For the Use of Collides 
and Schools. New Edition. l8mo. y. 6d. 

MENSURATION FOR BEGINNERS. With 
Examples. New Edition. i8mo. ai. fid. 



TRIGONOMETRY FOR BEGINNERS. With 
Examples. New Edition. iSmo. iU. 6d. 



MECHANICS FOR BEGINNERS. With numerons 
Examples. New Edition. tSmo. 4^. 6ii. 



ALGEBRA. For the Use of Colleees and Schools. New 
Edition. Crown 8vo. 7/. 6d. 



AN ELEMENTARY TREATISE ON THE THEORY 
OF EQUATIONS. New Edition, reviied. Crown 8vo. 



TODHTTMTBR Centamed— 

PLANE TRIGONOMETRY. For Sdioolt and Collie*. 
New Edition. Crown Svo, S*- 

KEY TO PLANE TRIGONOMETRY. Crown Evo. 



A TREATISE ON SPHERICAL TRIGONOMETRY. 

New Edition, enlarged. Crown Gvo. 41. 6d. 

WPLANE CO-ORDINATE GEOMETRY, tsappUei to the 
TStraighl line and the Conic Sectiona. With 
FExamples. New Edition, revised and enlarged, Crown 



fA TREATISE ON THE DIFFERENTIAL CALCULUS. 
With numeroui Examples, New EtUtion. Crown Svo. 
ni. 6d. 

A TREATISE ON THE INTEGRAL CALCULUS AND 
ns APPLICATIONS. With numeroua Examples. New 
Edition, revised and eidat^ed. Crown Svo. i(u. td. 



A TREA7ISE OA ANALYTICAL STATICS. With 
numerous Examples. New Edition, revised and enlarged. 
Crown Svo. loi. 6>/. 

A HISTORY OF THE MATHEMATICAL THEORY 

OF PROBABILITY, from the time of Pascal to that of 
Laplace. Svo, iSr. 

RESEARCHES IN THE CALCULUS OF VARIA' 
TIONS, principally on the Theory of Discontinuous Solutions : 
an Essay to which the Adams Prize was awarded In the 
University of Carobridj^ in 1871, Svo. 61, 
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TODHDMTBR CoHlirnitd— 

A HISTORY OF TBE MATHEMATICAL THEORIES 
OF ATTRACTION, AND THE FIGURE OF THE 
EAR TH, from the time of Newton to that of Laplace. 2 vols. 



8vo. 34c. 



I. 6d. 



WILSON (J. TO..)— ELEMENTARY GEOMETRY, Books 
I. to V. Contaioing the Subjects of Euclid's first Six 
Boolts. FollowinE the Syllabus of the Geometrical Association, 
By J. M. Wilson, M.A., He.id Master of Oifton Collie. 
New Edition. Extra fcap. Svo. 4;. 6d, 

SOLID GEOMETRY AND CONIC SECTIONS. With 

Appendices on Transversals and Maimonic Division. For the 
Use of Schools, By J. M, Wilson, M.A. New Edition. 
Extra fcap. Svo. 31. &/. 

■vni.»01ii— GRADUATED EXERCISES IN PLANE TRI- 
GONOMETRY. Compiled and arranged by J. WiLSON, 
M.A., and S. R, Wilson, B.A. Crown Svo. is. ftd. 



■WILSON (W. ■P.)-A TREATISE ON DYNAMICS. By 
W. P. Wilson, M.A., Fellow of SI. John'* Colli^, Cam- 
bridge, and Professor of Mathematics in Qneen's College, 
Belfast. Svo. 91. 6d. 

VfOT.ST^TXNOJM'B—MATHEMATICAL PROBLEMS, on 
Subjects included in the First and Second Divisions of the 
Schedule of Subjects for the Cambridge Mathematical Tripos 
Examination. Devised and arranged by Joseph Wqlstbn- 
HOLMB, late Fellow of Christ's College, sometime Fellow of 
St. John's College, and Professor of Mathematics in the Royal 
Indian Engineering CoUsge. New Edition greatly eiJarged. 



HOLMB, late 
V St, John's ( 

L Indian Eng 

^^^ ;rvo, iSs. 
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■, Roscoit, and 

"These Frimen us exueiDely ttopls and atitaetive, and Ihonxislily 
KDiiwer Ihdr ruTpote of)iist Lndtng iha ynuiig bcuinner up lo Ltae Ihreili- 
old of tlie loDE aveuuB la ihs Palico of Naiuis which these titles sueEcsL" 

— GUASDIAH. 

^'Theyan wooderdilly dear wad Jueid m their iDstraccion» suaple Ld 
style, nnd admirable in plan. "—KDOoi-nuNAI. Tihhs. 

OHEMIBTKY — By H. E. RoECOK, F.R.S., Professor of 
Chetnistiy in Owetis College, Manchester. Wilh numerous 
IHustrations. i8mo. u. New Edition. With Questions. 

PHYBICS— By Balfour Stewart, F.R.S., Professor of Nstund 
Philosophy in Owens College, Manchester, Wilh numerous 
IllusCratians. iSmo. ts. New Eilition. With Questions. 

PHVSICAI. SEOGRAPHY— By AecHIHAID GbiKIB, F.R.S., 
Murchison Professor of Geology and Mineralogy at Edin- 
hurgh. With numerous Illustrations, New Edition, ' 
Questions. iSmo. u. 

"Everyone of hiA leasoos is iDvked by ainplicjly, clcameis, and 

QEOIiOQY — By Professor Gbikie, F.R.S. With numerous 
lUustratioos. New Edition. i8mo. cloth, u. 

" It is hardly pottible for the dnllesl child lomisundersUnd Ihemeani 
of aclaEsificBUDDDf&tone&afler^DfeSMjr (Teikifi'£exrila[iadaa.''~Scirf> 

BUAKD ClIROMCLE. 

PHYaiOliOGY— By Michael Fostbb, M,D., F.H.S, With 
s Illustrations. New Edition. tSmo. U. 

to IcBvo TtctluQE to b« dosirod as ui elemfii 



BOIBNCB PRIMERS Candttmi— 

ASTBONOMY — By J. NoBMAN LoCKVBH, F.R,S. With 
numerous HJustrations. New Edition. iSmo. If. 

" This [3 alloEethEi one of the mist likely .slteoipts we have ever Ken lo 
hrtQE astronomy dowa 10 (lie cspacUv of the youne child."— School 
Board CHBohicLa. 

BOTANY— By Sir J, D. HooKER, K.C.S.I., C.B„ President 
of the Royal StKdety With numerous lUustnttians, Nev 
Edition. iSmo. li'. 

"To teaeben the Primer will be of iaeuunabte ralue, ind not only 
because of the simplicity of the lao^age Hnd the clcOfltcSE with whjch the 
ikibJEct matter itt treated, bntalsoaoaccaiiat of itfleoitua^fcDHi chehigheBC 
Buthority, and lo funusbiaf positive information as to tbo most siutttbl« 
Eaehods 1^ t^flfhing the scteuce of botajiy."— 'Nature. 

LOQIO— By Professor Stahlby Jevohs, F.K.S. New Edition. 
iSmo. i^, 

in tbe ordifiary aBairs oC life."' — Agadouv. 
POI.tTIOAI. ECONOHY— By PtofcsSOT StAKLKY JeVOHS, 
l'.R.S. i8mo. IS. 

" ITiuiuestimahly b tmj n3pei;t is admirable pritDeT."~ScHOOL 

Ik prtparatuiH : — 
mTRODUCTORY. By Professor HirxLBV. &c, &c. 



ELEMENTARY CLASS-BOOKS. 

ASTBONOMY, by tli« AatronoiiiBT Bojml. 

POPULAR ASTRONOM-i. With lUnstratlons. By Sir 
G. B. AlRV, K.C.B., Astronotncr Royal. New Edition. 
iSmo. 4r. (id. 

ASTRONOMY. 

ELEMENTARY LESSONS IN ASTRONOMY. With 
Coloured Diagram of the Spectra of the Sun, Stora, and 
NebuLe, and numerous Illustrations. ByJ, Norman Lockykr, 
F,R.S. New Edition, Fiap. 8vo. 5/. &/. 
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EI.EHENTARY OIiABB-BOOKS Continual— 

QUESTIONS ON LOCKYEIPS ELEMENTARY LES- 
SONS m ASTRONOMY. For the Use of Schools. By 
John Forres-Robertson. iSmo. cloti limp. is. 6d. 

PHYSIOI.06Y. 

LESSONS IN ELEMENTARY PHYSIOLOGY. Wilh 
numerous IDuatralions. ByT. H. HuxLBY, F.R.S., Professor 
of Natunl History in the Royal School oi Mines, New 
Edition. Fcap. 8vo. 4J. 6d, 

" Pure gold throughoot"— Guasdiam. 
ontMsEubJEctthaLweposseuiiianylaiiETiagE."— WasTumBTEEKBViEW. 
QUESTIONS ON HUXLEY'S PHYSIOLOGY FOR 
SCHOOLS. By T. Alcock, M.D. iSmo. u. 6d. 



LESSONS IN ELEMENTARY BOTANY. By D. 
Oliver, F.R.S., F.L.S., Professor of Botany in University 
College, London. With tiearly Two Hundred IllustniHons 
New Edition. Fcap. Svo. 41'. 6d. 

CBEHISTBV. 

LESSONS /A ELEMENTARY CHEMISTRY, IN- 
ORGANIC AND ORGANIC. By Henry E. Roscob, 
F.R.S., Professor df Chemistry in Owens Collie, Manchester. 
With numerou-i Illustrations and Chromo-Litho of the Solar 
Spectrum, and of the Alkalies and Alkaline Eaiths. New 
Edition, Fcap. Svo. 4J. 6d, 

" A? a staadard general text-book it deserves to taka a leading placv. "— 

on Chemisiry/'— Mbdical T "mm. 

A SERIES OF CHEMICAL PROBLEMS, prepared with 
Special Reference to the above, by T. E. Thorpe, Ph.D., 
PiofesEor of Chemistry in the Yorkshire Collie of Science, 
Leeds. Adapted for the preparation of Students for the 
Government, Science, and Society of Arts Examinations. With 
a Preface by Professor RoscoE. Fifth Edition, with Key, 



POLITIC All EOONOHY. 

POLITICAL ECONOMY FOR BEG7JVNSRS. By 
MiLUCENT G. Fawcbtt. Ncw Edidan. iSmo. at. 6d. 

••Clai, eompaci. Bad compiehenave."— Daily Nbwb. 

'^UtTelajicns of cD[ntaI and labour have dctct boca mon nnply ra 
more dearly eipounded."— COHTBBiroiULSV Btvisw. 
IiOGIC. 

ELEMENTARY LESSONS IN LOGIC; DcductJTe and 
lodactive, with copioos Questions and Eiimples, and a 
Vocabulary of Lt^kal Terms. By W, Stanley J evons, M.A. 
Professor of Political Economy in University College, London. 
New Edition. Fcap. 8vo. 3/. 6d. 

" Nolhidg e»n be beller forn icbooI-book."-;-Gu»«iiUK. 

PHYSICS. 

LESSONS IN ELEMENTARY PHYSICS. EyBA],FonR 
Stewart, F.R.S., Professor of Natural Philosophy in Owens 
College, Manchester. With numerous Illustratious and Chiomo- 
litho of the Spectra of the Sun, Stars, and Nebnlse. New- 
Edition. Fcap. Svo. 4^. fid. 

"The beau-ideal of SKiEDIifielut-bDok, clear, aeeurale, and IhocouEh.' 
— EDUtArloKAi.TmKS. 

PB&CTIO&I. CHEMI8TKY. 

THE OWENS COLLEGE JUNIOR COURSE OF 
PRACTICAL CHEMISTRY. By Fkancis Jones, Chemical 
Master in the Grammar School, Manchester. Wilh Preface by 
Professor RoscOE, and Illustrations. Nevr Edltton. i8mo. 
is.6d. 

CHEMIBTSY. 

QUESTIONS AND EXERCISES IN CHEMISTRY. 
By Francis Jones, Chemical Master iu the Grammar School. 
Manchester, [/« preparation. 

ANATOMY. 

LESSONS IN ELEMENTARY ANATOMY. By St. 
Georgi Mivart, F.R.S., Lecturer in Comparative Anatomy 
at St, Mary's Hospital. With upwards of 400 Illuatialions. 
Fcap. Svo. Gi. (>d. 

" t j may be quettioned TheLher any other woric on kqauny caaQlDB in 
lilrD conpouso pi opontonately great a cnasi of inforjcadon, " — Lancet. 



»E0HA»I08, 

AN ELEMENTARY TREATISE. 3j A. B. W. 

Kknkedv, C.E., Piofessor of Applied Mechanics in Univeratjf 
College, Lo;ition, Willi lUustrations. yn preparation. 



AN ELEMENTARY TREATISE. By John Pbrrv. 
Professor of Engineering, Imperial College of Engineering, 
Yedo, 'With numerous Woodcuts and Numerical Ewniplea 
ftod Execcises. iSmo. 4J. 6^. 

'* The yooDg CD^Deer Hiid IboH welting fol a *toinpreh«isivekno*]edff« 
of Ihc iiH, pavru, And cfonokiiy of itEom, could not hnvfi a morQ u&em! 
work» A» iJisvety inLelii|iLib]e> vtU artonEcd, »nd prmcdcal tbrouelioau"— ' 

PHYSICAL GEOGBAPHY. 

ELEMENTARY LESSONS IN PHYSICAL GEO- 
GRAPHY. By A. GeiKiK, F.R.S., Murchison Professor 
of Geology, k'::^., l^dinbur^h. With Bumcrous lUustrations. 
Fcap. Svo. 4J. 61^. 

QUESTIONS ON THE SAME. is. 6a. 
GBOCSAFHY. 

CLASS-BOOK OF GEOGRAPHY. By C. B.Clarkz, MLA., 
F.R.G.S. Fcap. Svo. New Edition, with Eighteen Coloured 

NATURAIi PHIbOBOPHY. 

NATURAL PHILOSOPHY FOR BEGINNERS. By 
I. ToDiiUNTER, M.A,, F.R.S. Part I. The Properties ol 
Solid and Fluid Bodies. tSmo. 3;. &/. 
Part II. Sound, Light, and Heat. iSmo, 3^. &/. 

SOUND. 

AN ELEMENTARY TREATISE. By W, H. Stone, 
M.B., F.R.S. With niustrationt. iSmo, y inmidiaidy. 

PSYCBOi:.OGY. 

ELEMENTARY LESSONS IN PSYCHOLOGY. By G. 
Croom Robertson, Professor of Mental Philosophy, ic. 
University College, London. \!h prrpKtre^an. 

Others in PreparaiieH, 



MANUALS FOR STUDENTS. 

Crown 8vo. 

DTER AND -VtirE9— THE STRUCTURE OF PLANTS. By 
Professor Thisei-ton Dyer, F.R.S., assisted hy SyuMKY 

Vines, B.Sc, Fellow and Lecturer of Christ's College, 
Carabri<lge. Willi nnmerQus lUmtntions. {In preparation. 

rAWCETT— -4 MANUAL OF POLITICAL ECONOMY. 
By Professor Fawcett, M.P, New Edition, revised and 
enlargeiL Croira Svo. iw. da. 

FI^ISOHEK-'f SYSTEM OF VOLUMETRIC ANAL^i- 
SIS. Translated, witli Notes and Additions, from the second 
German Edidon, by M. M. Pattisos Muir, F.R.S.E. With 
IUu5trations. Crown Svo. 71. &/. 

FLOWER (W. a.)— AN INTRODUCTION TO THE OSTE- 
OLOGY OF THE MAMMALIA. Being the substance of 
the Course of Lectnres delivered at the Royal College of 
Surgeons of England in 1S70. By Professor W. H. Flower, 
F.R.S., F,R.C.S. With numeroDS Illustrations. New Edition, 
enlarged. Crown Svo. loj. 6rf. 

FOSTER and -SliMMTOVa.— THE ELEMENTS OF EMBRYO'- 
LOGY. By Michael Fostbe, M.D., F.R.S., and F. M. 
Balfour, M,A. Part I. crown Svo. ^s. 6d. 

FOSTER Kid l,ANGLEV—./i COURSE OF ELEMENTARY 
PRACTICAL PHYSIOLOGY. By Michael Foster. 
M.D., F.R.S., and J. N. LAHOLKy, B.A. New Edition, 
Crown Sto, f>s, 

■B.<XiK.-B.-a. {ai.)—THE STUDENTS FLORA OF THE 
BRITISH ISLANDS. By Sir J. D. Hooker, K.C.S.I., 
C.B., F.R.S., M.D., D.C.L. New Edition, revised. Globe 



H&NDAIiB FOB STQDBNTB ConHnittd— 

■B.Wi.-E^~PHySIOGRAFHY. An iDtrodnction to the Study ol 
Nature. By Professor HuxLBY, F.R.S. With aumerous Dins- 
trations, and Coloured Plates. New Edition. Crown 8vo. ^sXld, 

HUXtiEY mod MARTIN— /I COURSE OF PRACTICAL 

INSTRUCTION IN ELEMENTARY BIOLOGY. By 
Professor Huxj-ev, F.R.S., assisted by H. N. Martin, M.B., 
D.Sc New Edition, revised. Crown 8vo. 6j. 

HUXIiEY Mid VKa.1LE&— ELEMENTARY BIOLOGY. 
PARI II. By Professor HUXLBV, F.R.S., assisted by 
— FA.RKEK. With Illustrations, [/» prepanOiaH, 

JSVONB—TJIE PRINCIPLES OP SCIENCE. A Treatise 
on Logic and Scientific Method. By Professor W. Stanlev 
Jevoks, LL.D., FiRS. New and Revised Edition. Crown 
8vo. izj. 6d. 

QJ.TVEVi{,-Bntt%aaT)— FIRST BOOKOEINDIANBOTANY. 
By Professor Daniel Oliver, F.R.S., F.L.S., Keeper of 
the Herbarium and Library of the Royal Gardens, Kew, 
With numerous Illustrations. Extra fcap. 8vo. dr. 6d. 

PARKER and ■B'B.TCMfV — THE MORPHOLOGY OP 
THE SKULL. By Professor Parker and G. T. Bettanv. 
Illustrated. Crown Svo. icu. 6d. 

TAIT— AN ELEMENTARY TREATISE ON HEAT. By 
Professor Tait, F.R.S.E, Ulostrated. [Inlhtfrtst. 

TaoMtatt— ZOOLOGY. By Sir C. Wyville Thomson, F,R,S. 
Illustrated, [In prrparotioK, 

TYLOR and UiJXKZVSK'R — ANTHROPOLOGY. By E. B. 
TvLOR, M.A., F.R.S., and Professor E. Ray Lankbstbe, 
M.A., F.R.S. lUuftrated. [In prepamiion. 

Other volumes of these Manuals will follow. 



SCIENTIFIC TEXT-BOOKS. 



hAil. <B. S., li.m.)— EXPERIMENTAL MECHANICS. 

Conr^e of Lectures delivered at the Royal CoU^e of Saence 
for Ireland. By R. .S. Ball, A.M., Professor of Applied 
Mathemutics and Mechanics in the Royal College of Science 
for Ireland. Royal 8vo. i6j. 

POBTBK— ^ TEXT -BOOK OF PHYSIOLOGY. By Micuabl 
tosTSK, M.D., F.R.S. With lUustratians. New Edition, 
eolaigeJ, wilh additional Illustrations. 8vo. an. 

QAMGEB —A TEXT-BOOK, SYSTEMATIC AND PRAC- 
TICAL, OF THE PHYSIOLOGICAL CHEMISTRY OF 
THE ANIMAL BODY. Including ihe cliuiges which the 
Tissues and Fluids undergo in Disense. By A. Gamgee, 
M.D., F.R.S. , Professor of Physiology, Owens College, 
Manchester. 8vo. [M Ihipras. 

QEQ-EIfBAUS.— ELEMENTS OF COMPARATIVE ANA- 
TOMY. By Professor Carl GEGENBAnn. A Translation by 
F. JBFFREV Bbll, B.A. Revised with Preface by Professor 
E. Ray LANKsaTEE, F.R.S, With nomerous Illustrations. 



■ea^KXISX-aa^MECHANICAL THEORY OF HEAT. Trans^ 
lated by Walter K. Browkk. 8vo. [/« thifrcn, 

ITEWCOVIV— POPULAR ASTRONOMY. By S. Nhwcomb/ 
LL.D., Professor U.S. Naval Observatory. With iia Illus- 
trations and 5 Maps of the Stars. 8vo. l%l. 
"It u unlike anytblagebe of in kind, and will be of more nw la dreolalinr 

a knowledge of miionoiny Ihan nino-Knlhi of ihe bopks which have appeuEd 

oa fbti-abj'sa at iMlt yrars."— Salur<lay Rrr-ira. 

a.SUJ.KA.VX. — THE KINEMATICS OF MACHINERY. 

Outlines of a Theoiy of Machines. By Professor F. RiULSAUx. 
Translated and Edited by Professor A. B, W. Kbnmidy, 
C.E. With 450 Qlustrations. Medium 8vo. 3i«. 



SCIENTIFIO TEXT-BOOKS Coalinufd— 

ROSOOBuid BGU^OS.T.EK.VlSR— CHEMISTRY, AComplete 
Treatise on. By Professor H. E, RoscoE. F.R.S., and Pro- 
fessor C. SCHORLEMMEE, F.R.S. Medium Svo, Vol. I,— 
Tlie Non-Metallic Elements. Wilh numerous Illustrations, and 
Portrait of Dalton. au. Vol. II.— Metals. Part I. lUus- 
trated. iSi. [Va!. Il.—Mclals. Part II. in tkr frai. 

BCHOHLEMMEK— 'i MAMJAL OF THE CHEMISTRY QF 
THE CARBON COMPOUNDS, OR ORGANIC CHE- 
MISTRY. By C. SciiORLEMMER, F.K.S., Professor pf 
Chemistry, Owens College, Manchester, With lUustrfltion!. 

- NATURE SERIES. 

THE SPECTROSCOPE AND ITS APPLICATIONS. By 
J. Norman Lockyer, F.R.S. With Coloured Plate and 
numerons Illustrations. Second Edition. Crown Svo. y. 6(f, 

THE ORIGIN AND METAMORPHOSES OF INSECTS. 
By Sir John Ldbbock, M.P., F.R.S., D.CL, With nume- 
rous Illustrations. Second Edition. Crown Svo, 3j. W, 

THE TRANSIT OF VENUS. By G. Forbes, M. A., - Pro- 
fessor of Natural Philosophy in the Andersonian University, 
Glasgow. Iliustrated. Crown Svo. jr. W. 

THE COMMON FROG. By St. Georoe Mivart, F.R.S., 
Lecturer in Comparative Anatomy at St, Mniy'a Hospital. 
With numerous lUuatralioia. Crown Svo, 3J^ Ct/. 

POLARISATION OF UGUT. By W. SPoniswooDB, F.R.S. 
With many Illustralions. Second Edilion. Croivn Svo. 
31. 6rf. 

ON BRITISH WILD FLOWERS CONSIDERED IN RE- 
LATION TO INSECTS. By Sir John Lubbock, M.P., 
F.R.S. With numerous lUuslratioiu. Second Edition. Crown 
8vo. 4J. &/. 

THE SCIENCE OF WEIGHING AND MEASURING, AND 
THE STANDARDS OF MEASURE AND WEIGHT. 
By H. W. Chisholm, Warden of tlie Standards. With 
s Illustrations. Crown Svo. \s. 6ti. 
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NATURE SERIES CoitttHUid— 

eOlV TO DRAW A STRAIGHT LINE: n Lecture on Unk- 
ttges. ByA. B, Kem^e. With Illuslrations. Crown Svo. u. ftd. 

LIGHT: a Series of Simple, entertaining, and loeipeiisive Expe- 
rimenls in the Phenomena of Light, for the Use of Students of 
eveiy age. By A. M. Maver and C. ButNARD. CrownSvo, 
with numerous Illustrations. %s. 6d. 

SOUND : B. Series of Simple, Entertaining, and Incipeniive Ex- 
periments in the Phenomena of Snnnd, for the use of Students 
01 every age. By A. M. Mayer, Professor of Physics in 
the Stevens Institute of Technology, &c. With 
Illustrations, Crown 8vo. 3.', 6d. 



Olher voltima to folUm. 



EASY LESSONS IN SCIENCE, 



lU. Edited by Prof. W. P. 
ilnikept-eis. 

LIGHT. By Mrs. Awbhy. Edited by Prol. W. F. Barrett. 

{In thejiress, 
ELECTRICITY. By Prof. W. F. Barrett. \In prefaraHoM. 



SCIENCE LECTURES AT SOUTH 
KENSINGTON. 

VOL. I. Containing Lechires hy Capt. Abnky, Prof, Stokks, 
Prof. KxNNEDV, F. G. Brahwell, Prof. G. Forbes, H. C 
SoRBY, J. T. BoTTOM(.Ev, S. H. ViHES, and Prof. CAxxr 
Foster. Crown Svd. &. 

VOL. II. Containing Lectures by W. Spottiswoode, P.R.S., 
Prot Forbes, Prof. I'loOT, Prof. Barrett, Dr. Burdon- 
Sabderson, Dr. Laxjdhr BRnNTON, F.R,S., Prof. Roscok, 
and others. Crown Svo. 6j. 



Eightli Series, 1876-7, Crown 8vo. Illustrated. 6/. each. 
WHAT THE EARTH IS COAf POSED OF. By Professor 

RoscOE, F.R.S. 
THE SUCCESSTO!^ OF LIFE ON THE EARTH. By 

Professor Williamson, F.R.S. 
WHY THE EARTirs CHEMISTRY IS AS IT IS. By 

J. N, LOCKYKR, F.R.S. 

Also complete in One Volume. Crown 8to, cloth, u, 

»l.ANFORI»— rff£- RUDIMENTS OF PHYSICAL GEO- 
GRAPHY FOR THE USE OF INDIAN SCHOOLS; with 
a Glossary qfTedinicnl Terms employed. ByH. F. Blanfoxd, 
F.R.S. New Edition, with lUustrations, GlobeSvo. u.dd. 

EVEKEnrt— PHYSICAL UNITS. By Prof. J. D. Everett. 
Extra fcap, 8vo, [/h /lu press. 

OKfKIE— OUTLINES OF FIELD GEOLOGY. By Prof. 
Gkik IB, F.R.S. With Illustcatioii5, Extra fcap. Svo. 3/, eo*. 

aOUnOK— AN ELEMENTARY BOOK ON HEAT. By 
J. E. H. Gordon, B.A., Gonville and Caius College, Cam- 
bridge. Crown Svo, 2j. 

M'KENDHICK— 0C7Z/A'£i' OF PHYSIOLOGY IN IIS 
RELATIONS TO MAN. By J. G. M'Kendrick, M.D., 
F.R.S.E. With Illustrations. Crown Svo. \2s.M. 

vaaix.— STUDIES IN COMPARA TIVE ANA TOMV. 

No. I.— The Eknll of the Crocodile ; a Manual for Students. 
By L, C. MiALL, Professor of Bioli^in the Yorkshire College 
and Curator of the Leeds Museum. Svo. zj. M, 
No. IL— Anatomy of the Indian Elephant. By I-. C. MiALL 
and F. Greenwood, With lUnstrationB. Svo. 55. 

VCatn— PRACTICAL CHEMISTRY FOR MEDICAL STU- 
DENTS. Hpetially arranged for the first M.B, Courje, By 
M. M. PATrisoN MuiJt, F.R.S.E. Fcap. Svo. 11. 6^. 

MBATUtt— AN ELEMENTARY TREATISE ON HEAT, IN 
RELATION TO STEAM AND THE STEAM-ENGINE. 
lyG. Shanw, M,A. With IllustraHoBi. Cfown Sro. 41.6.1. 




WUlGm— METALS A!VD THEIR CHIEF mDUSlR/AL 
APPUCATIONS. Bj C. AinM Wright, D.Sc, &c 
Lertarw on Chemistry in St Mary's HoSiHIsl Blcdical SchooL 
Extra feap. 8yo. 3!. &i. 

HISTORY. 
VESSU-V—STORIES FROM THE HISTORY OF ROME. 
T ■ By ^Irs. Beesly. Fcap. 8»o. zr, &/. 

"Tlie Ulnnplappran loiBinEVHTwmrsueCeEful. Tfat XaiU! IR 
iDteresting id theoiKlvB, vid bjc t^d witb pcffect umplictlT Uld gond 

FBEEMAM pBDWABD A.)—OLD-EI^CLrSH HIStOR"^. 
By Edward a. Freeman, D.C.L., LL.D.. lite FeUow of 
Triuily College, Oxford Wilii Five Coloured ;Map3. New 
Edition. Extra fcap. Svo. half-bound. 6j. 
axtXK—A SHORT HISTORY OF THE ENGLISH 
'PEOPtE. By John Richard Gkeen, M.A., LL.D. "Witli 
' Coloured Maps, Gencalc^ical Tables, and CllronolDgical 
Aiuud^ Cnnrn Svo. Si. 6d. Sixty-second Thousand. 

'"Smrb atone « the one genenl hj.ilonr of the coanuy. fi" i3ie ske 
of v^cli ^ o'hen. if Toune a^.d alil ore w&, oill be !ue»litT and lanl* 
'hi ude.'^— AcADEnr. 

GiVaVS— LECTURES OM THE HISTORY Ol- ENGLAND. 

■ By-M. J. Gdest. ■With Maps. Crown Svo. 6j. . 
HISTORICAL COtntSE FOR 8CHOOI<S — Edited by 

EmvAED A. Freeman, D.CI.., late Fellow of Trinity 
College, Oxford. 

I. GENERAL SKETCH OF EUROPEAN HISTORY. 
By Edwahd a. Freeman, U.C.L. New Edition, revised 
and enlarged, with Chronologicil Table, Maps, and Index. 
lEmo. cloth. 31. 611'. 

" It >i)ppUe< IhE gnat naat of ■ good Ibuiidatiin for Hilorics! tenliiiip. 
Tliciclieue [lan uccUent ans. and ihia ia^talnient hii been Eiceutcd in 
■ i*ay that prsmiset aotb for ttie volumu that an Te> U uppauAv 

EnUCATIOKAI. TlUltS. 

II. HISTORY OE ENGLAND. Ey EoifH Thompson. 
. New Edition, revised and enlaced, with' Maps. iSmo. u. bd. 
., III. HISTORY OF SCOTLAND. By Margaret 

Macartudr. New Edition, iSmo. sa 

la IJ» cicarc&i and wojt im'pBr;ial' Jigbt alEumabla-'-^UAiDiAii, 






\ 




polMc5, in wlith Ih'o wti'ler^ 



By J. SiMB, M.A. 



wiArkably cIcai^'Biul imprettive hiftloty of G( 
■e wisely kepL u ccnEraL GgartMt And ma suall 

. ^ ^t, l^ol only gubordiiinie and subwrvirnl, bill ni 

f^jbiifl lb« .(exture of ^o Ju&IOfic^ lopesrr; pfc^ent 

SrAKDABD. 

.yi.mSTOSY OF AMERICA. 
fJ^rWilh Maps. iSmo. 41. 60; 

" Mr, Doyle his jwrformed Iris task v 



By JOIIM A. DOVLB. 



ur the I 



D Ibe ; 



t*^- EUROPEAN COLONIES. By E, J. Payne, M.A. Wiih 



S*^'(' 



crttiiintofnive 



plei, juu vc cui commend lEiiB bttja 

higbes-l bilcieil ID all ihouehiful tEsderi."— Tiui^. 

FRANCE. By CHiRLOTTB M, Yokgb, With Maps. iSmo. 
■.e.ffi££"C^. By Edward A. Frebman, D.C.L. ; 

" \_ln priparalion. 

ROME. ByKDWABD A. Freeman, D.C.L. \_I>t prefaratiun. 
.ISTORV PRIMERS— Eilitetl by Joirn RiCJTAiiD GrEEN. 

Author rf "A Short liLstorj^pf ilm tyiglt,h Tei-plt," , ^. 

ROME. By the Rev. M. C&BIGKton, M.A„ tie- Fellow 

and Tutor uf Meatun Cullegt, Osford. ■\Vidi Eleven Maps, 







inwUi- 



■eal way this siciy of Rons \ 

&IBONICU. 

GREECE. By C. A. Fyffb, M.A., Fellow and lale Tutor 
[^ Univeisily College, Oxford. With Five Maps. iSmq. 
"'Wb el« our nnqualified praiie 10 this Ultl= Bianimr.''-Sgt 



illing m „. . ., 

'■—School Boaki 

Tu 

iy, 




MACMILLAN'S EDUCATTONAL CATALOGUE. 



BIITOBV FRIVBKB CtmHmud-^ 

EUROPEAN mSTORY. Bj E. A. Frekkas, D.C.L., 
LL.D. Wilh Maps. iSmo. it. 
"Ttx work i> llwnfi clear, ud fbrmi > lumiDoiu key ta Eao] 






L BUABD Chuonici 



" All ihiil ii nHctsity for the lelialu to know is (old it. __,_ 
sa fully, and in 4 »Lyle lo iiiieiv&iinff^ thai it u impos&ble fi? ci _ . . _ 
dullai boy lo look on ihis liiils work id Ihe sne light u ka n^udi bu 
0ihtr Khaal booki."— Scuoouiastu. 

CLASSICAL GEOGRAPHY. Bj H. F. TolSt, M.A. 
"Anotlwr T>luablB vA to the mdy oT t1 

GEOGRAPHY. By Georgb Grove, D.C.L. With M.p«, 

"AoocIcJof irlial nich svnkdisald ba . 



ROMAlt ANTIQUITIES. By Profcsaoi Wd. 
tnKd. iSmo. II. 

" A Knk bc<4 itnl iboi 

FRANCS. By Chauxittx H. Towex. iSbd. 



£.\'i;i:^.VZ]k ByJ. K.GKEBa,MJL. 

m\tmxsxr—A SVUMART OF UODEEtf HISTOXY. 
TraiolKtel IniB the Fnadi of H. H ICHSLST, taA. o 
ta Oe rractf TIb^, by M. C M. Snosox. Qobc ftm. ' 

4*. «j: 

9TTt-JCilXiMA'ArUX HISTQRr. lb) E. C Oni. 
VTHkUaps. CiobeSra. 6t. 

Ptmi—KCTV/tES OF OLD EXGLAS-O. By Ik, K. 
Kauu. Tkaadital «itfc the aacdoa of dK A«l« ty 



VAIT— ANALYSIS OF ENGLISH HISTVUV, based on 
Green's "Short History of the English People." By C. W. A. 
Tait, M.A,, Assistant Master, Clifton College. Crown Svo, 
.11. 6./. 

WHEELEB^,4 HISTORY OF INDIA. By ]. Talbovs 
Wheeler. Crown Sva. \_lii iht priss. 

YONGE (GRtLBJAVm^TA.)— A PARALLEL HISTORy OF 
FRANCE AND ENGLAND : consisting trf Oatline* and 
Dates. By Charlotte M. Yongb, Author of "The Heit 
of Redclyffe," &c., &c Oblong 4to. Jj, &/. 

CAMEOS FROM ENGLISH HISTORY. — FROM 
ROLLO TO EDWARD II. By the Author of " The Heir 
'" ' of Redclyffe." Extra fcap. Svo. New Edition. 51. 

A SECOND SERIES OF CAMEOS FROM ENGLISH 

HISTORY— THE WARS IN FRANCE. New Edition. 

Extra fcap. Svo. 51. 

A THIRD SERIES OF CAMEOS FROM ENGLISH 

HISTOR K— THE WARS OF THE ROSES. New Edition. 

Extra fcap. Svo. 51. 

A FOURTH SERIES. \_In thtpras. 

EUROPEAN HISTORY. Narrated in a Series of 
(Tj. Historical Selections from tbc Best Authorities. Edited and 
•u, .nrsnged by E. M. Sewell and C. M, Vongs:. First Series, 

1003— 1154, Third Edition. Crown 8vo. fa. Second 

Series, 1088—1228, New Edition. Crown Svo. 61. 



DIVINITY. 



TKEOLOQtCAL 



ABBOTT (HEV. E. A.)— BIBLE LESSONS. By the Rev. 
E, A Abbott, D.D., Head Master of the City of London 
School. New Edition. Crown Svo. 41, 64, 



«— p*---— * Biai^-XEADIA'G FOM SC30OZS-~'na 
GKK&T FSOPHECT OF ISRAEL'S RESTOKATHm 
(bnib, CK^Cen il— Inl}. Tiiin.iiT inTTi'ifiiUM Timi^, 
LanKn. By Uattbxw As<«»Ii, IXCI., ftn ~ 
V raf^Bor d Toetxf m &e Ziaraatf of Oif :Td, xbI Fellow 
«fQckL KevEdAim. iana.diilk. fi. 

ISAIAH XI.— LXV7. Vnk Oe Shorttr Fii:fAe6a ifficd 
to iL AfTin^d aad Edified, viA HaCc^ by ILimnV 

SfODBK TSKASHKT FSAUZKK— Sodml^ gJJaiM. Bda| 
as Etfilkn of "Tbe Pszlcs OncuJi^iaBT Aim^e^ bf 
Foot Foc*^" with bnrfa Kotec itoo, 31. GiC 

GBBEK TBSVAKSVT. Failed, nth IntTodaaka xad A[fi(A> 
dices, tiT Cantos Westcott »ad Dr. F. J. A. Hoar. Tw» 
Vok. Croim Snx [Im tic fro*. 

BABDWICK — VTodj by An^t^caon Habdwicx. 

^ HISTORY OF THE CHRISTIA/, CBURCH, 
NiWk Age. Fnan Giegocr Ehe Gnai m the F- „.— — l 
otioa of Lndtet. Edited by Whuak Stvbbs, U_A^ R^m 
PiofcsDi of Modem Hisloiy in the UniTersitj cf Odtwd. 
Willi FaorM^iscoDstmaied for tins wnkby A. Kdth JORv- 
rFOV. Fonilh Edilioo. Cnm Sra loi. 6i. 
A HISTORY OP THE CHRISTIAN CHURCH DURING 
THE REFORMA TION. Foimli Edition. Edited by Pn>- 
fessoc STUBB&. Ciosa Sta lev, bd. 



M AC 1.EAK— Works Tiy Uie Rev. G. F. Hacleab, D.D., Head 
Master of King's CoIJege School. 

A CLASS-BOOK OF OLD TESTAMENT HISTORY. 
New Editka, with Foui Mafs. iSmo. 41. 6/. • 

A CLASS-BOOK OF NEW^ TESTAMENT HISTORY, 
■ t]K Connection of the Old and New TettamenL 
■ ■jWamrpf H^P^ Ncw Edition. iSmo. $t. 6a, 




^AOIiEAR Centituiai— 

«, ,.A SHILLING BOOK OF OIJ> TESTAHfENl 

X HISTORY, (or Nationnl and Elementary Schools. With 

Map. iSmo. doth. Neiv Edition. 

A SHILLING BOOK OF NHW TESTAMENT 

HISTORY, for National and Elementary Schools. With 

Map. iSmo. cloth. New Edition. 



^^^'tLA. 



^LASS-BOOK OF THE CATECHISM OF THE 

CHURCH OF ENGLAND.. New Editign. iBaw. doth. 



A FIRS7 CLASS-BOOK OF THE CATECHISM OF 
THE CHURCH OF ENGLAND, with Scripture Proofi^ 
for Junior Classes and Schools. iSmo. &/. New Edition. . 

A MANUAL OF INSTRUCTION FOR CONFIRMA- 
TION AND FIRST COMMUNION WITH PRAYERS 
AND DEVOTIONS. 321110. cloHi eitra, red edges, a/. 

H'OLBLI-AN— 77/£ NEW TESTAMENT. A New Trans- 
lation on the Ba.^i3 of tlic Authorised Veision, frora a Criticatly 
,, , revised Greek Text, irilh Analyses, copious Keferenccs and 

'.•.^.Illllstralions from original auliorities. New Chronolt^ieal 
aiid Analytical Harmony of the Four Gos|ieIs, Notes and Dis- 

~' Bcrtations. A contribution !o Cbri.^tlan'F.videadc. ByJoiiM 
Brown M'CliLiak, M.A., Inle Fellow of Trinity' College, 
Cambridge. In Two Vols ' Vol; I.— The Four Oos'peU with 
the Chronological and Analytical Ifanuony. 8vo, 3611, 

"On* of the meit ranarVaUe prddacdrns gf recent tinm," nvs ihi 
riu=hti!olRrvirm,"m<.\^.j, dcpsnmenipf ladreJ Ijicraiure;" and dig 
British Quartrrir Stvitvi Urmi it "a IheMunis of fiist-hand Lnwslig.i- 

ia.h.VVLIOS~THE LORD'S PRA YER, THE CREED, AND 

THE COMMANDMENTS. Manual for ParentHand Scbool- 
maiters. To which is added the Order of the Seriptuics. By the 
Rev. F. DipiisoN Maurice, M.A. iSmo. doth, limp, ii. 




mwmom—AJi EPiTOMS. Of the sisrotT orxBx 
CMMISTIAjr CmjrCH. »r Viuuv ~wimi. 1 

tMMCm-Br B. C. -ntESCH. lUX. ArUbA^ tf IW 
ISCTVXES OS MEJyaVAL CSUrCB BISTJXT. 

srm>jnrMs of tse xxw lESTAMEm: ^ 



m 
1 



WB^roerr— Wob lT>UK«sFaEsWBn)oiT,IXIX.C^aM 

A CEKEMAL SURVEY OF THE HISTORY OF7SS 
CANOH OF THE KEW TESTAMElfT DUSmO^ 
FIRST FOUR CEJrnrRIES. Fomk 1 

'iNTSODUCnoif TO THE STVDY OF 3 
GOSFSLS. Fifth EdJQoa. Cixraa Std. 



ORY OFTSi 



MISCELLANEOUS. 



THE BIBLE m THE CHURCH. A Popular Account 

of the Collection and Reception of the Holy Scriptures in 

Ihe CliristiBn Churches. New Edition. iSmo. cloth. 

4J. (>J. 

THE GOSPEL OF THE RESURRECTION. Thoughts 

on its Relation to Reason and History. New Edition. 

Crown Evo. &i. 
■Wl-LSOK-THE BIBLE STUDENT'S GUIDE to the iDore 

Correct Uuderstaoding of the English Translation of the Old 

Testament, by reference to the original Hebrew. By Wlu,lAM 

Wilson, D.D., Canon of Winchester, late Fellow of Qneen'a 

College, Oxford. Second Edition, carefully revised, 4to. 

cloth, z^t. 
YONGE <OHABI.OTTE K.y—SCRII'TC/RE READINGSIOR 

SCHOOLS AND FAMILIES. By Charloitb M. Yonge, 
; Author of "The Heir of RedclyiTe." 

First Series. Genesis to Deuteronomy, Globe Svo. 

I^. bd. With Comments, 31. &/. 

Second Series, From Joshua to Solomon. Extra fcap. 

8vo, ij. 6d. With Comments, y. 6ii. 

Third Series. The Kings and the Prophets. Extra fcap. 

Syo, ij. 6d. With Comments, y. 6d. 

Fourth Series. The Gospkl Times, ij. &/, With 

Comments, extra fcap. Svo., y. 61/., 

Fifth Series. Apostolic Times. Extra fcap. Svo. u.6d. 

With Comments, Jr. 6d. 

MISCELLANEOUS. 
Ituluding woris an English, Frinch, and Ceniiaii Lati^ua^i and 

Literaturi, Art Haud-baoks, &v., &^c. 

ABBOTT—^ SHAKESPEARIAN GRAMMAR. Aa Attempt 

to illustrate some of the Differences between Elizabethan and 

Modem English. By Uie Rev. E. A. Abhott, D.D„ Head 

Master of the City of London SchooL New Edition, Extra 

^B fcap. Svo. ti. 




«| MAOBLLASn MBVCATUMAI. CATALOGIJK 

ZI.V£AS PESSPECriVE, AM^ M^OBA 
DRAWING. AS«ftDolMdAitCkBl£>3sa;t«s&Qiati(MJ 
bcsibr Ki iw in i i^tWu loii Fi >iiii ifi^ ^ ^ y ■ ^i^i' M i tin^B 

»mx a/- ^B 

■/7.ei7- ■L£.^':0A3 ZV 7E£ PSIXCfPLES OP 

COOKING. By L*bt Buxzx. Xew y-^TV^t iSqio. u; 

SAKBTER DE SEVIZLK. Editrf, 

icd NotD, ~B7 L. P. BLorzT, Asnstant 

waansmm—PTRST lessons o.v bbaltv. b^ j. bkk< 

*1,ASawtam—Ttm TEACHPR. JTaa aa Sdtoot Mvugc- 
misi:. A Huklbooic C^r ^Emagen, Tesdos* Assiffut^ and 
Pupil Tcacfcen. By J- R, Blikutos, SLA. Cnnra Srcx 

'■|M»*taii n i «Mlinl ; wall tank he h» an»dri > pnl 4ol of a. 

cndis^ ewful «>d tBanA aAtkx. Il is I ghirr. f n 1 ■ ■jiniT ^. 

foil of iiaa It ibe tadxT on Ae Kuog^^^^a «( In idueFaxi hu 

ctoldnD.— Scuoii Bujun Ckboxicu. 
■BETHAHM— World by IlEUfANM BtSTMASS, Ph.I>., Fn»- 
iesant of Philology in the Uniieraly of Manich. 
A FREffCtl GPA&fUAR BASED ON PHILOLOGICAL 
PRINCIPLES. Second Edition. Eilra feip. 8»o. 41. fO. 
PIPST FRRNCH EXERCISE BOOK. Eitra fe^h 8tow 
4/. &/. 
SECOND FRENCB EXERCISE BOOK, Extra fa^' 8'm. 

0AhaBS,WOO9~IIANDBOOIirOPJirORAZ.PiriL0SOPffV. 
Hy ihe Rev. IIenuv Calderwouu, LL,D., Piobsspr oi 

Motnl rhili)so|)hy, Universily of Eilinhurgh, Fifth Edition, 

Crown Sva 61. , , 
BBt,A.taOTVE-A BEGINVER-S DRAWING BOOK. 

P. H. Delamotte, F.S.A. Profircssivdy ananged. Ke^S 

Kditlon improved. Crown 8vo. 31. 6rf. 
BWOUflB WBITBBS— Ediled by JORK RlCHABonD^sM: 

Fcnp. 8vo. Price 1/, Srf. each. " *'' 

MIL'IQN. Uy llie Rev. Stopfobd A, B«ooxfc , ,^ ., 
Othfri to feUovi, ., ,, , , ,1 



-TALES IN FOUTTCAL ECONOMY. Bjr 
MiLLiCENT Garrett Fawcett, Globe 8vo. jj. 
TYiK-B.tm— SCHOOL INSPECTION. By D. R. Fbaron, 
M.A,, A&'iists.nt CommiEsidner of Endowed Schools. Third 
Edition. Ciown Svo. .3J. 6d. 

aiMADSTONH—SPELLrNG REFORM FROM AN EDU- 
CATIONAL POINT OF VIEIV. By J. H. Gladstone, 
Ph.D., F.R.H., Member for the School Board for London. 
New Edition. Croivn Svo. w. 6rf. 

GOLDSMITH— T'-HE TRAVELLER, or a Prospect ofSobiely; 
and THE DESERTED VILLAGE. By Olivsr Gold- 
.SMITH. With Notes rhilological and Explanatory, by J, W. 
Halks, M.A. Crown Svo. 6d. 

OKESN—READINCS FROM ENGLISH HISTORY., Se- 
lected and Edited by John Richard Grbbn, M.A., LL.D., 
Honorary Fdlow of Jeaus College, Oxford. Tliree Paris. 
GlobeSvo. is.6d.eaA, L Hengist to Creasy. II. Crcssy 
to Cro3nvcll. III. Cromwell to Ealaklava. 

KA.-LEB— LONGER ENGLISH POEMS, with Notes, PhUo- 
Ic^ical and Explanatory, and an Introduction on the Teaching 
of English. Chiefly for Use in Schools. Eriited by J, W. 
Hales, M.A., Frofesoi of English .Literature at King's 
College, London, &e. &c. New Edition. Eatro fcap. Svo. 
4t. &/. 

HOI.H— .4 GENEALOGICAL STEMMA OF THE j^7^VC-J 
Of ENGLAND AND FRANCE. By the Eev. C. lIuLE, 
On Sheet, u, 

JOHNSON'S LIVES OF. THE POETS. The Six Chief Lives 
(Milton, Dryden,'Swift Addison, Pope, Gray), with Macanlay's 
"Life of JohnSon." Edited with Prefaco by Matthkw 
Aknold. Crown Svo. Gr, 

LITERATURE PRIHEBS—EdLted by JORN RICHARD Green, 
Author of " A Short History of the English People." 
ENGLISH GRAMMAR. By the Rev. R. Moiuns, LL.D., 
sometime Ptcsident of the Philological Society, iflino. 



MACMILLATTS EDUCATIONAL CATALOGUE. 

tilTBRATDRB PBIHBB8 CaJitinurd— 

ENGLISH GRAMJ\fAR EXKRCISRS. By R, MOSaia, 
I LL.D., andll. C. BowBN, M.A. iSmo. ii. 

^' THE CHILDREN'S TREASURY OF LYRICAL 
POETRY. SelecLed and atranged with Notes by FrancM 
TusmBR PALOHAVg. In Two Pirtg. l8mo, u. each. 

BNGI.ISH LITERATURE. By the Re». Stopford 
Brookb, M.A. New Edition. iSmo. u. 

, P/HLOLOGY. By J. Peilk, M.A. i8mo. u. 

' GREEK LITERATURE. By Professor Jebb, M. A. iBma ». 
SHAKSPERE. By Professor Dowden. l8mo. xs. 

HOMER. By tlic Right Hon. W. E. Gladstone, M.P: 

iSmo. II. 

ENGLISH COMPOSITION. By Professor NlcHOL, iSmo, 

In piepaialioii : — 

LA 7 IN LITER A TURE. By Professor S eblby. 

HISTORY OF THE ENGLISH LANGUAGE. By 
J. A. II. MtjRaAV, LL,D. 

ltACKII.LA>I'B COPy-BOOKB— 

Published in two siies, viz.': — 

1. Large Post 4to. Price 4^. each. " 

2. Post Oblong. Price aa. each. 

*r. INITIATORY EXERCISES &• SHORT LETTERS. 
•a. WORDS CONSISTING OF SHORT LETTERS. 



MISCELLANEOUS. 



■V 



HAOMIIiCAN'S COPY-BOOKS CmtiitHtd— 

"4. WORDS CONTAINmC LONG LETTERS. 

4a. PRACTISING AND REVISING COPY-BOOK. 'So: 
No3. r to 4. 

•5. CAPITAI^ AND SHORT HALF-7EXT. Weirds 
beginning with a Capital. 

*6. HALF-TEXT IVORDS, begincing with a Caiiital— 
Figares. 



8a. PRACTISING AND REVISING COPY-BOOK. For 
Nos. 5 to 8. 

t SMALL-HAND SINGLE HEADLINES— Sig<XKs. 

<. SMALL-HAND SINGLE HEADLINES— FigaTcs. 

, SMALL-HAND DOUBLE HEADLINES— Ti^nes. 

EX- 

laa. PRACTISING AND REVISING COPY-BOOK. For 




F T^se nuntbirs may be had 'Jiith Gaodman^s Palint Sliding 
Colics. Large Post 4to. Price 6d. eacli. 



a simple device tie copies, which are printeil upon scp.irale 

are arranged with B. movable sitlachment, by which they 

Kadjusted bo its to be directly before the eye of the pupil >t 



4S MACMILLAfrS EDtJCATTdki^ CATALbGD*. 

II&CKII.I.AN'a COPT'BOOBS CimAnw^— 

all paiDts of bi« pn^ress. It enables ban, also, to keep Iiii 

own faults concealed, with perfect models constantly ir 
for imitalioii. Every eiperieneed leacher knows the advantage 
of the slip copy, bat its practicaj application has never before 
been sncceisfully accomplished. This fealnre is secured e 
dnsiveiy to Jlocinillaii's Copy-boolts ander Goodmati's patent 
An inspection of boot; wriilen on the old plan, with copies 
at the head of (he p:ii'e,wi!I show that the lii 
the bottom are almost invaiiably the poorest. The copy has 
been too far from the pnpil's eye to he of any practical use, 
and a repetition and exsggerati<iQ of his errors have Iieen the 

H&CHlLIiAN'S PBOaRESSIVS FRENCH COURSB— By 

G. Euoene-Fasnacht, Senior Master of Modern Longuaj^es, 
Ilarpur Fouodalioa Moiiern School, Bedford. 
I. — First Ykar, containing Easy Lessons on the RegTiki Ac- 
ddence. Extra fcap, Svo, li. 

IL — Second Ybab, containing Conversational Lessons i 
Systematic Accidence and Elementary Synt:ii. With Philo- 
logical Ilhistraitions and Etymoio^icaJ Vocabolary. 



FiTt 1, — First Year. Easy Lessons and Rules on the R^ulat 
Actidcnce. Extra fcap. Svo. Ii. 6d. 

Pa^'ClI.— SlCONI> YBWi. Conversational Lessons in Sys- 
tematic Accidence and Elementary Syntax With Pl>iloli^Jcal 
IDustratioia and Etymolo^cal Vocabulary. Extra fcap, 
Svo. 2J. 

MARTIN— TV/i' POET'S HOUR: Poetry selected and 
arranged for Children. By FKANCES MARTIN. Third 
Edition. iSmo, ai. dd. 



HASSON (QUSTAVE)— ^ COMPENDIOUS DICTIONARY 
OF THE FRENCH LANGUAGE (French-English and 
Eneliah -French). Followed by a List of the Principal Di- 
verging Derivations, and preceded by Cbronoli^cal and 
Hirtorical Tables. By Guetavk Masson, Assistant-Master 
and Librarian, Harrow SchooL Foarth Edition. Crown Svo, 
Inlf-bound. £1. 

MOLIEBE— i:£ MALADE IMAGINAIRE. Edited, with 
Inlioductlon and Natef, by FRANCIS Tarver, M.A., Assistant- 
Master at Eton. Fcap, Svo. \Ih prtfaraliint. 

MORKIS— Worlis by the Rev. R. Morris, LL.D., Lecturer 
on Er^lish Language and Lilerature in King's College 
School. 

HTS70RICAL OUTLINES OF ENGLISH ACCIDENCE, 
comprising Chapters on the History and Development of the 
Language, and on Word-formation. New Edition. Extra 
icap. Svo, &r. 

ELEMENTARY LESSONS IN HISTORICAL 
ENGLISH GRAMMAR, containing Accidence and Wurd- 
lormation. New Edition. iStno, ^. 6d. 
PRIMER OF ENGLISH GRAMMAR. l8mo. u. 

tllCOI.— HISTORY OF Tim FRENCH LANGUAGE. 
with especial reference to the French eletnent in English. By 
Hbkry NicoL, Member of the Philological Society. 

[In frefartUiin. 

auwOAXez— THE OLD AND MIDDLE ENGLISH. A 
New Edition of " THE SOURCES OF STANDARD 
ENGLISH," revised and greatly enlarged. By T. Kington 
Oliphant. Extra fcap, Svo. gi. 

fAhGRAVE—TIIE CHILDREN'S TREASURY OF 
LYRICAL POETRY. Selected and Arranged with Noles 
by FkAKUW Turner Palgrave. iSino, as, 6J. Also w 
Two parts. iSmo. u. each. 

PLUTAKCH— Being a Selection from the Lives which lUnstrate 
Shakespeare. North's Translation. Edited, wilh Intro- 
ducliolis, Notes, Iiidei of Names, and Glossarial Index, by 
^^tbeRev. W. W. Skeat, M.A. Crown Svo. 61. 




—NEW GUIDE TO GERMAN CONVERSA^ 
HON: eonlaininE rd Alphibeiiwil List of nearly 800 Fimiliai 
Words followed by ExerciEes, Vocabaliry of Words in frequent 
, use ; Fusilkr Plirases and Dialogues ; a Skctcli of German 
Lilejalure, Idiomatic Eipresiions, &c. By L, FvlodeTi 
iSmOi clolh limp. 3i> td. 

From the 



PRIMER. l8mo, (48 pp.) 
EOOK I. for Standard I, 



.1 VI. 

Book Vr, is fitted ior h 
English Literal m'e. 

rcodtpg boolii muax 'ue 



(96 pp.) 4</. 
II. iBmo. (144 pp.) ^d. 

III, iSmo. (160 pp.) 6d. 

IV. l8mo. (176 pp.) 8a. 

V. i8mo. [380 pp.) U. 

VI. Crown Sto. (430 pp.) 

^Iier CliLSses, and as an IiitroductMQ to 

ay olhoft thnl have ajipearerj hoih in fc 

ehieflj ■! Kiving u the pu^li ibs 5^,_. _^_ 
— — d uliilrut expreuioo^ al cultm^^^l 
anrjAag a dears it faiiber nJWijg 



— „ ™ rf faiiber n 

exLiacll Jtocd true E 



T^^ 



tttti-KESVEAXa— A SNAJCESPEARE MANUAL. By P.O. 

Fi^AV, M.A., late Head Master of Sklpton Grammar School, 
' Second Edition. Eitia fcap. Svo. 4^. 6d. 

' AN ATTEMPT TO DETERMINE THE CHRONO- 
LOGICAL ORDER OF SIIAKESPEARES PLAYS. 
By the Rev. H, Painb Stokes, B.A. Extra fcap. 8»ft 
4/. 6d. 

THE TEMPEST. With Glossarial and Explanatory Note*. 
"■j the Rer. J. M, Jkphson. Second Edition, igmo. 



itON'NeN'BClHIillf (rod MB*HiiBJOHN — 7ffE EMGtISH 
METHOD OF TEACHING TO HEAD. By A. Son- 
NENsciiEIN and J. M, D, Meiklejohn, M.A. Fcap. Svo. 



i 



ikJy/fi NURSERY BOOK, containing all the Two-Lettet 
Words in the Language. I^. (Also in large Type on 
Sheets for School Walls. 51.] 

«1J "-iHE FIRST COURSE, consisting of Short Vowels with 
Single Con«inants. &/. 

7HE SECOND COURSE, with Combinations and Bridgw. 
consisting of Short Vowels with Double Consonojits. 6rf. 

THE THIRD AND FOURTH COURSES, consisting oE 
Long Vowels, mid all the Double Vowels in the Language. ; 



t&VtVUS.— FIRST PRINCIPLES OF AGRICULTURE. By 
H. Tannek, F.C.S,, Professor of Agiicullural Science, 
University College, Aberystwith, &c. iSmo. is. 

TA-VlMOK—fVORDS AND PLACES; or, Etymological lUus- 
trations of History, Ethnology, and Geography. By the Rev. 
Isaac Taylor, M.A. Third and cheaper Edition, revised 
and compressed. With Maps. Globe Svo. 61, 
A HISTORY OF THE ALPHABBT. By the same 
Author. \Iu preparaliim. 



■A PRIMER OF PIANOFORTE PLA YING. 
Franklin Taylor. Edited by Georgb Grqvb. i8mo. 



-HOUSEHOLD MANAGEMENT AND 
COOKERY. With an Appendix of Recipes used by Ihe 
Teachers of the National School of Cookery, By W. B, 
Tegetmeiek. Compiled at the request of the School IJonrrl 
lot London. iSmo. it. 



THE ELEMENTS OF GRAMMAR TAVGH7 IN 

ENGLISH. With Questions. Fourth Edition, iSmo. 
THE CHILD'S GRAMMAR. Being the Sabsiance of 
"The ElemenLs of GranmiHr lauslit in Ens'isb," idapted for 
the Use of Junior Classes. A New Edition. iSmo. Lt. 
SCHOOL SONGS. A Collection of Song; for Schools. 
With tfie Music Bnanged for four Voice*. Edited by the 
Re». E. Thring and H. Riccius. Foiio. is, 6J. 

;ENOa (ARCHBISHOP)— Worlts bj R. C TeeSCI^ D.D, 

Archbishop of Dublin, 

HOUSEHOLD BOOK OF ENGLISH POETRY. Selected: 

and Airanged, with Notes. Tliird Edition. Extra fcap, Svo, 

ON THE STUDY OF WORDS. LecWrea addressed 

(originally) to the Pupils at the DiocesEtn TraiDiDg School, 
inchester. Seventeenth Edition, revised. Fcip. Svo. 

^ ENGLISff,^ PAST AND < PRESENT. Tenth Edition, 
revised and improved. Fcap. 8vo. 5j. 
A SELECl GLOSSARY OF ENGLISH WORDS, used 
forroerly in Setises DifTerent from their Present, Fcap 
Svo. i^. 6d. {N^ Edition in the press 

VAVB3Ait[0.W.)- WORDS FROM THE POETS. B; 
C. M. Vaughan. Eighth Edition. iSmo, cloth, is. 

\ValB.— HARRISON WEIR'S DRAWING COPY-BOOKS. 
Oblong 4to. I. Animals. [la f reparation. 

^WHITNEY— Work g by William D. Whithev, Professor of 
■ ' Sanskrit and Instructor in Modem Lajieuages in Yale CoU^c j 
first President of the American Philological Association, and 
hon. member of the Royal Asiatic Society of Great BHtaiualid 
Ireland ; and Correspondent of the Berlin Academy of Sciences, 
A COMPENDIOUS GERMAN GRAMMAR. Crown 
Svo. 4(, id. 



WHITNEY Cdntinuai— 

A GERMAN READER IN PROSE AND VERSE, with 
Notes and Vocabulary. Crown Svo. y, 

WHIGJIT—TNE SCHOOL COOKERY BOOK, Compiled 
and HdilEd hy. C. E. Guthrie Wright, Hon, Sec, to the 
Edinburgh School of Cookery, itima. if. 

Sir T. D. AciRND. Bart.tvys of Iha baji;— "I Ihink'lhc "aihool 
Cofkoy Gook " Ihc best cheap ftiMUBl which I hawa Mra on the subject, 

mora useful for dameslic piupoaM in All ranks, short of those serred ^ 
proFessed co^k^ Thg receipts are jiiiDierrjiu and prfdte, thfl explana- 
tion of princ!p!ea cIcat. llic chapters on' tlie adaptation of food to. 
vwina circuiuidancefl. uze, climatic employmcut, Licolth, and ouiufuita' 
ti»d.KeBiomee.cellenL" 

WHITNEY AND EDGBEN— <4 COMPENDIOUS GERMAN 
AND ENGLISH DICTIONARY, with Notation of Cor- 
Tespondcnces and Brief Etymologies. By Pntfessor W. D, 
Whitney, assisledby A. 11, Edgkept, Crown Sto, •}i.6d, 
THE GERMAN-ENGLISH PART, separately, ^s. 

YONGE (CHARLOTTE n.'i—THE ABRIDGED BOOK OF 
GOLDEN DEEDS. A Rending Book for Schools and 
eenernl readers. By the Author of "The Heir of Red. 
ciyffe." iSmo. cloth, u. 
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MACMILLAN'S 
GLOBE LIBRARY... 

Beautifully printed on toned paper, price jr. &/, each, Abo kept 

ID various morocco and calf bindings, nt moderate prices. 

Tht Salurdaji Rtirievi says : — "The Globe Editions are admirable 

for their scholarly editing, iheir typograplucal excellence, their 

compendious fomi, and their chcapne^is." 

The Daily Idcgrapk calls it "i series yet unrivalled fttt it 
bination of eicellence and cheapness." 
SHAKESPEAKES COMPLETE WORKS. Edited by W. G. 
Clark, M.A,, and W.Aldis Wright, M. A, With Glossary. 
MORTE D' ARTHUR. Sir Thomas Mdory-s Book of King 
Arthur and of his Noble Knights of Uie Round Table. Tte 
Edition of Canton, revised for Modem Use. Willi oo Intro- 
duction, Notes, and Glossary, by Sir Edward StraCMky. 
'.BURhTSS COMPLETE WORK'S: the Poems, Sonss, and 
i . Letters. Edited, with Glossarial Index aud Biographical 
Memoir, by Alexakdeb Simir. 
ROBINSON CRUSOE. Edited after the Original Editions, widt 
Biographical Introduction, by Henry Kingsley. 

SCOTT'S POETICAL WORKS. Wiih Biographical and Critic^ 
Essay, by Francis Turner Palqrave. ^^" 

GOLDSMITH'S MISCELLANEOUS WORKS. Wift Bio?i 

graphical Introduction by Professor Masson. 
SPENCEjes COMPLETE I^ORKS. Edited, iriBi GlosaarT*' 

by R, MoRKis, and Memoir by J. W, Hales, 
POPES POETICAL WORKS. Edited, with Notes and Intt». 

ductory Memoir, by Professor Ward. 
DRVDEN'S POETICAL WORKS, Edited, with a Rerise* 

Text and Notes, by W. D. Christie, M.A,, Trinity CoU^^ 

Cnmbridge, 
COWPER'S POETICAL WORKS, Edited, with Notes and 

Bi(^raphical Introduction, by W. Benham. 
VIRGIL'S WORKS. Rendered into English Prose. With Intro- 

duotions, Notes, Analysis, and Index, by J. Lonsdale, M.A^ 

and S. I/EE, M.A. 
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HORACE. Rendered into English Prose. With running Analysis, 
Inlrodaction, and Notes, t^ J, Lonsdale, M.A., and S. ' 
M.A. 

Edited, with Introduction^ 



Published every Thursday, price 6d ; Mimlhly parU, 
2S. and 2S, 6d., Half- iearty Volumes, 15^. 

f NATURE: 

AN ILLUSTRATED JOURNAL OF SCIENCE. 



Nature expounds in a popukr and yet authentic 
manner, the Gkand Results of Scientific Research, 
discussing the most recent scientific discoveries, and 
pointing out the bearing of Science upon civilisation 
and progress, and its claims to a more general recog- 
nition, as well as to a higher place in the educational 
system of the country. 

It contains original articles on all subjects within the 
domain of Science ; Reviews setting forth the nature and 
value of recent Scientific Works ; Correspondence 
Columns, forming a medium of Scientific discussion and 
of intercommunication among the most distinguished 
men of Science ; Serial Columns, giving the gist of the 
most important papers appearing in Scientific Journals, 
both Home and Foreign; Transactions of the prin- 
cipal Scientific Societies and Academies of the World, 
Notes, &c. 

In Schools where Science is included in the regular 
course of studies, this paper will be most acceptable, as 
it tells what is doing in Science all over the world, is 
popular without lowering the standard of Science, and by 
it a vast amount of information is brought within a small 
compass, and students are directed to the best sources 
for what they need. The various questions connected 
with Science teaching in schools are also fully discussed, 
and the best methods of teaching are indicated. 
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